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BANK OF CREDIT AND COMMERCE INTERNA- 
TIONAL (BCCI) INVESTIGATION— PART 3 


FRIDAY, SEPTEMBER 27, 1991 

House of Representatives, 

Committee on Banking, Finance and Urban Affairs, 

Washington, DC. 

The committee met, pursuant to call, at 9:40 a.m., in room 2128, 
Rayburn House Office Building, Hon. Henry B. Gonzalez [chairman 
of the committee] presiding. 

Present: Chairman Gonzalez, Representatives Annunzio, Kanjor- 
ski, Kennedy, LaRocco, Moran, Slattery, Wylie, McCandless, Riggs, 
and Armey. 

Chairman Gonzalez. The committee will come to order, please. 

The Chair apologizes, but he was under the misapprehension 
that the starting time was 10 a.m., not 9:30 a.m., and I just didn’t 
think of checking this morning, but almost there at the end of yes- 
terday’s hearing I was told it was 10 o’clock. 

So I apologize very much for the delay. 

I want to thank the witnesses above all for responding to our in- 
vitation. 

Of course, this morning is the third in what will be a series of 
investigative hearings with respect to the so-called BCCI matter, 
the infiltration into our banking system. 

There is no group more important to the safety and soundness of 
this Nation’s banks than the thousands of directors who sit on the 
boards of these institutions. 

I have said from the beginning 2 years ago and even years before 
I ever thought I would be a chairman that with the advent of the 
changes taking place since the late sixties, when the merger acts 
were being amended, the 1956 Merger Act amended in 1965, that 
instead of acquiring banks without going through the time-honored 
chartering process, you had the acquisition of one bank and the 
controlling interest of another through the hypothecation of bank- 
ing stock. 

That was one reason why you had the amendments to the Bank 
Merger Act, the Bank Holding Company Act, and the like; it was 
to get around the restrictions of the pre-World War laws, but im- 
perceptibly everything else changed with it, including the role and 
particularly the perception of the directors themselves as to their 
role as directors. 

What used to be called a set-apart trust, became a venture to 
make money. 
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Boards of directors, when they function properly, can be the 
number one bulwark against insider shenanigans and that is what 
the system was predicated on originally, corrupt management, ille- 
gal and unsafe banking practices. 

Unfortunately, all too many directors bring to the table only one 
thing — a huge rubber stamp with one word “yes,” for all manage- 
ment decisions. 

As a matter of fact, the common thread to all the hearings that I 
have presided over has been, in the case of the S&L’s, the role of 
the outside and inside directors. In most of the cases we had here, 
the bank managers were running the show and the directors were 
very casual, almost as if they were on the sideline. 

Most of the BCCI/First American news stories have focused on 
the personalities of Clark Clifford and Robert Altman and what 
they knew, when they knew it, and who they told. 

Today, we have before us another group of First American insid- 
ers, the board of directors. 

They did not sit on the First American board by accident. They 
were handpicked by Mr. Clifford and Mr. Altman. 

We are interested in what they knew about BCCI. 

We are not interested from the standpoint of culpability, but I, 
for one, am particularly interested in knowing how the directors 
looked upon themselves in their role as members of the board of 
directors, and what it was that they had an opportunity to view or 
didn’t have an opportunity to view. 

We want to explore generally the role the directors took in the 
acquisition made by First American. 

Most importantly, we need to know the relationships between 
the board and the bank’s regulators — the Federal Reserve and the 
Office of the Comptroller of the Currency. 

Did the regulators raise question with the directors about BCCI 
or Middle East investments in general or some of the others? 

What was the flow of information between regulators and the 
board and how vigorous were the regulators in their dealings with 
the board of directors? 

This committee has subpoenaed thousands of documents in the 
course of the investigation. 

We are still combing through the paper as we plan additional 
hearings in the coming months with the final goal of discharging 
legislative responsibilities. 

We are not a judicial body, an investigatory body, or a prosecuto- 
rial body, and we don’t intend to even remotely partake of those 
activities. 

Most of the questions remain unanswered and it is the obligation 
of this committee to fully explore the entire role of BCCI in this 
country. 

Since we began our investigation of the Banca Nazionale del 
Lavorp about 2 years ago, which I consider a far more egregious 
case of the inadequacy of our laws and screening in the regulatory 
process with regard to foreign financial and banking activities in 
our country, Congress and the public focused some attention on the 
serious problems emerging from foreign banking interests in this 
Nation and the apathetic approach of our regulators to these prob- 
lems. 
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I think that as in the case of the S&Ls, the Congress cannot ab- 
solve itself of responsibility here. 

This committee in particular, should have held hearings — in fact, 
I don’t think any later than the famous Hunt Commission report 
in 1969. 

That was a clear signal with very specific recommendations, 
some of which we’re barely coming around to now. 

Pending before the House at the moment is a major revision of 
laws relating to foreign banking and these hearings may lead to 
additional amendments to that legislation, as we asked the regula- 
tors not long ago to join us on a priority basis. 

We know that not only BCCI, BNL, and Lord only knows how 
many others, are infiltrating the thrift industry and banking indus- 
try through major investments in some Florida corporations like 
Centrust. 

Of course, we need to look into that. We intend to. 

We have had that on the books since last year. 

We haven’t completed the S&L investigation. 

This committee has yet to issue a full report, and we haven’t if 
we don’t have as yet fully adduced all the evidentiary and docu- 
mentary matters to have a full knowledge of what we would report 
and recommend. 

The committee must also press forward in getting to the bottom 
of the Justice Department’s handling of the BNL and BCCI fiascos. 

The American people, I am convinced, expect this committee to 
go beyond the headlines, and this morning’s hearing is a good ex- 
ample. 

I have always felt that probably the most important force in our 
society is the news-disseminating agencies, both press as well as 
electronic. The real power is there, and we can’t nor should we 
even try to remotely direct it, but if they are not on the ball and 
not interested or if they are not equipped and prepared to know 
what to look for, and if the Congress also doesn’t have hearings, 
then we are in a bad fix as far as the American public is con- 
cerned. 

So we intend to continue. 

I am going to indulge my colleagues and the witnesses on some- 
thing here. 

I am going to quote: “Gambling is a business now where formerly 
it was a disreputable excitement. Legislative bribery and corrup- 
tion were looked upon as antiquated misdemeanors. Governments 
and ministries no longer buy the raw material of legislation, at 
least not openly or with cash on hand. 

“The same cannot be said of individuals and corporations, where 
they have of late not infrequently found the supply of legislation in 
the market even in excess of the demands. 

“This strange conflict convulsed the money markets, occupied 
the courts, agitated legislators, and perplexed the country. 

“For Americans, they involve many questions. 

“They touch very nearly the foundation of common truth and 
honesty without which that health, the public opinion, cannot 
exist, which is the life’s breath of our whole political system. 
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“A directorship in certain great corporations has come to be re- 
garded as a situation in which to make a fortune, the possession of 
which is no longer dishonorable. 

“The method of accumulation is both simple and safe. 

“It consists in giving contracts to a trustee of one’s own trustee 
as an individual, or in speculating in the property of one’s set-a- 
part trust, or in using the funds confided to one’s charge as treas- 
urer or otherwise, to gamble with the real owners of those funds 
for their own property and that with cards packed in advance at 
that. 

“These proceedings are looked upon as hardly reprehensible, yet 
they strike at the very foundation of existing society. 

“The theory of the representation, whether it’s politics or busi- 
ness, is of the essence of modern development. 

“Our whole system rests upon the sanctity of the fiduciary rela- 
tions. 

“Whoever betrays them, a director of a railroad, no less than a 
Member of Congress or the trustee of an orphan’s asylum, is a 
common enemy of every man, woman and child who lives under 
representative Government. 

“The unscrupulous director is far less entitled to mercy than the 
ordinary gambler, continuing as he does the character of a traitor 
with the acts of a thief. 

“No acute moral sensibility on this point, however, has for some 
years troubled Wall Street, nor indeed the country at large.” 

Gentlemen, that was written in 1869 by Charles Francis Adams, 
Jr., one of our great golden age historians. 

He was writing as a result of the hearings that the newly consti- 
tuted Committee on Banking and Currency held as a result of the 
1865 National Currency Act. The committee was chaired by James 
A. Garfield, later to be President. Two historians, Henry Adams 
and Charles Francis, were able to report and avoid the threats to 
their lives, then common in that day and time, and write in the 
publications and journals in order to inform the people. But they 
wrote on the basis of the hearings that James A. Garfield first had 
to hold after the Civil War. 

So you can see how our country has been perplexed and con- 
vulsed. Today, gentlemen, it is not my intention to read a lecture 
or a sermon, but I do think that we have to emphasize and reem- 
phasize and perhaps there is a legislative responsibility where we 
will have to go in and define. 

It wasn’t until just about a month ago that the Chairman of 
FDIC saw fit to say that he was going to announce new ethics 
rules. 

Well, like in the case of Congress, the Constitution says we have 
to be 25 years of age by the time we get elected up here. 

If we need a code of ethics, by that time it is too late. 

If we don’t know the difference between right and wrong and a 
trust, we never will and no code is going to govern us unless we do 
it ourselves. 

I thank my colleagues for indulging in this lengthy presentation. 

[The prepared statement of Chairman Gonzalez can be found in 
the appendix.] 

Mr. Wylie. Very interesting, Mr. Chairman, and fascinating. 
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I want to commend you for continuing the committee’s investiga- 
tion into the BCCI scandal. 

I believe that the witnesses before us today can provide very 
useful information on BCCI’s role with respect to the board and 
management of First American. 

As we discussed at earlier hearings, directors and management 
at the institution have a duty to investigate elements of miscon- 
duct of an institution and I believe that we need to learn today 
how the gentlemen before us have fulfilled those duties and respon- 
sibilities. 

I would give a special welcome to our former House colleague, 
Senator Mathias, who will appear before us, and we will hear his 
testimony. It would seem that his actions, while he was on the 
board of First American, led to the removal of Mr. Clifford and Mr. 
Altman from the bank, and it appears that Senator Mathias acted 
swiftly and decisively when wrongdoing was uncovered there. I 
look forward to hearing your rendition, Senator, as to how and why 
Mr. Clifford and Mr. Altirian were removed from First American’s 
board. 

Mr. Chairman, I believe that the committee has gone a long way 
in its investigation of First American and you have truly let the 
chips fall where they may. You and your staff are to be commend- 
ed for that, and I would like to give my strong continuing support 
to the committee’s investigation and to delving deeper into this 
scandal, and you have indicated that you are going to do that. I 
still fear that the committee has only scratched the surface of 
BCCI’s activities in the United States. 

For example, representatives of the Federal Reserve have told 
me that the two most crucial sets of documents for the committee 
to review are the Clifford & Warnke privileged documents, and the 
documents that are to be found in the BCCI Washington office. To 
date, the Banking Committee staff has not had access to those doc- 
uments. While Mr. Clifford and Mr. Altman promised production of 
the law firm documents to the committee, they have not been 
forthcoming and these records, I think, are crucial to the commit- 
tee’s understanding of the BCCI affair and must be thoroughly re- 
viewed by our committee staff. 

Moreover, the testimony heard so far raises as many questions as 
answers to me. I think the committee needs to hear a wide variety 
of additional witnesses in order to complete our understanding of 
BCCI and its relationship with First American. 

There are several classes of witnesses I would encourage the 
committee to call. First, I believe there are several former employ- 
ees of First American and BCCI who would be willing to cooperate 
with this committee. They should have inside knowledge of BCCI’s 
U.S. affairs and its relationship. 

Second, other regulators and Government officials should be 
brought before this committee. I don’t believe that the Federal Re- 
serve was the only agency responsible for BCCI’s activity in this 
country and we should hear from other responsible Government of- 
ficials. 

Third, I believe that State regulators should be called to testify. 
They played a key role in the regulation of foreign banks in this 
country and still do. 
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Fourth, I believe that we need to call some of the financial king- 
pins who BCCI dealt with in this country, and I am pleased to hear 
you say, Mr. Chairman, that we will hear from Centrust officials. 
Individuals such as Bert Lance, Ghaith Pharaon, and David Paul 
should not escape this committee’s inquiry. 

Finally, I believe that the committee must determine whether 
BCCI exercised improper political influence in this country. 

BCCI’s State political activities have been well documented in 
Georgia and questions still exist concerning its oversized Washing- 
ton office. I would like to note that Federal court pleadings filed in 
early August against three of the witnesses before us contain the 
statement that BCCI made or arranged for loans by First American 
to prominent officials in amounts and on generous terms not other- 
wise justified. We ought to look into that. The committee ought to 
get to the bottom of a statement like that to see if there is any 
smoke or fire. If there was political wrongdoing, then it is our duty 
to shed some light on those activities regardless of party affiliation. 

Thank you again, Mr. Chairman, for holding these hearings. 

I look forward to hearing our witnesses today and continuing our 
work together on this very important investigation. 

The Chairman. I want to acknowledge your great cooperation 
and help. 

As a matter of fact, several months ago, you had suggested that 
we look into BCCI at that time and only the fact that we have had 
some immediate, urgent actions facing us — we had the RTC fund- 
ing, now we have the banking bill — but even at that, we are still 
having hearings on bank mergers as we have had this week and we 
are going to continue. 

Some of the documents you referred to — I want to remind you 
that the Federal Reserve Board is conducting its own investigation, 
and they have possession of some documents, and the district attor- 
ney in Manhattan has also been there commanding some of the 
documents. 

But we don’t intend to be deprived of anything this committee 
needs and if necessary we will insist the subpoenas be honored. 

Mr. Wylie. I am not suggesting at all that we haven’t been very 
diligent in our investigation of BCCI and other agencies, other fi- 
nancial institutions, Mr. Chairman. 

I know that we have indeed had a full platter of work in the ses- 
sion. 

The Chairman. I think the gentleman has a right to be con- 
cerned. 

Mr. Annunzio. 

Mr. Annunzio. Thank you, Mr. Chairman. 

You mentioned about the RTC facing us. As you know, we still 
have the RTC problem facing the committee. Mr. Chairman, I want 
to congratulate you once again for your relentless effort to seek the 
truth in this investigation. You have been fair and honorable to 
the witnesses, fair to the committee. 

In the end, I am hopeful that we will get some measure of the 
truth to take to the American people, and that is primarily due to 
your outstanding effort that you have been putting forth. 

I don’t have a prepared statement, but I want to say to the dis- 
tinguished panel that is present this morning, our biggest problem, 
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that I have found, and the country is that we have too many direc- 
tors on these boards that don’t ask any questions. 

If they had asked questions, we wouldn’t be here today, because 
some of the problems could be resolved. Another thing that is hap- 
pening is that we have members of the board who abused their po- 
sitions for gain. And that is another problem that the American 
people don’t understand, as to the whys and wherefores. I think 
this is today, you are all directors — you should tell us how much 
money you were paid as a director. 

You should tell us your duties, what did you do for that money 
that you received as a director? And you should also try to make 
the American people understand what your job is. 

You know, I have found, when I go home to my district, “Con- 
gressman, you are doing a good job on the specifics, but very few 
directors are going to jail.” 

What has happened to our Justice Department? We have laws, 
we have regulations. We have means of dealing with directors, but 
it seems that many years, that that particular problem has not 
been examined closely, has not been pursued by the Justice Depart- 
ment. 

You are here this morning, and I am looking forward to your tes- 
timony. Please try to tell us what you do, what your duties are so 
the American people can hear it on television, so the American 
people can read it in our reports. I would like to know about the 
duty of a director. They would like to know how much money he 
makes, what does he do with the contacts, and so forth. 

Mr. Chairman, I associate myself with your remarks, and I con- 
gratulate you. 

The Chairman. Thank you very much. 

Mr. McCandless. 

Mr. McCandless. Thank you, Mr. Chairman. 

I have a couple of thoughts I would like to leave with our panel. 
Having followed this rather closely, it appears to me that there are 
areas here in which we need to take a look at possible legislative 
remedies. 

We have a group of outstanding national personalities who are 
gathered together for the purpose of creating a financial institution 
which in itself creates an atmosphere on the part of the regulators 
that may or may not represent what it is that is in the best inter- 
est of our financial institutions. 

And as a result of that concentration of years and reflections on 
our society, the regulators make certain assumptions that, because 
of their personalities, there is maybe not the need to do on a daily, 
weekly, or in the preliminary period what would normally be done 
if we did not have the type of people that are involved here. 

Taking a little liberty, Mr. Chairman, back during World War II, 
a gunnery sergeant in a boot camp told me, and he had just gotten 
out of the hospital, “Assume nothing, and you will never get your 
rear ends shot off.” That was excellent advice, but I am afraid that 
in the case of this subject, possibly some of our regulators assumed 
many things that they should not have assumed during the execu- 
tion and daily activities relating to their responsibility of oversight. 

I must say, in candidness, that in listening to Mr. Clifford subse- 
quently, and reading what followed, that particular phrase that I 
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just recently referred to must some way, somehow enter into the 
relationship that the board of directors had and the executive 
branch of that organization, assuming again that because they had 
gathered together that everything was all right and that they 
didn’t have an individual or collective responsibility to not only the 
institution that they represented as a board of directors, but to the 
regulatory system and the United States and the financial institu- 
tions. 

If there is anything that anybody would like to say in terms of a 
rebuttal on the panel, I am more than interested in hearing it. 
Thank you, Mr. Chairman. 

The Chairman. Thank you, sir. 

Mr. Kennedy. 

Mr. Kennedy. Thank you, Mr. Chairman. Thank you again for 
holding this hearing. I think going back a couple of years now, you 
have been insistent on pursuing the responsibility of the individ- 
uals on boards of directors, and viewing that as a central problem 
to much of the banking ills and savings and loan ills that have 
beset the country, and I want to thank you for continuing your ef- 
forts in that regard and for gaining this committee and the country 
a better understanding of the responsibilities of boards of directors 
of these institutions. 

I have looked through the testimony that the witnesses before us 
have provided the committee, and it would appear in their testimo- 
ny that they very much distance themselves from understanding 
the relationship between BCCI and First American. 

I think it is obviously going to be up to individual members of 
this panel to determine their feelings on that issue. But I think we 
ought to be concerned, as has been brought to my attention over 
the course of the last week or two of the concern on behalf of many 
of the depositors. 

I wonder whether or not that ought to be addressed even briefly 
by this panel, that there are still a great many depositors in this 
area that have money in this institution who are extremely wor- 
ried about those funds. 

I, as late as last evening, had a labor union that had deposits in 
this institution very concerned about their deposits, and individ- 
uals as well. I am sure Mr. Moran, representing this area, probably 
has had many calls as well. It seems that we ought to be showing 
some concern and reminding those individuals out there that they 
still are covered up to $100,000, that this has been a relatively 
healthy institution, it has gotten into some problems in the real 
estate industry, but it hasn’t cost the taxpayers a penny. 

I want to make sure that as we pursue the role of the directors, 
that we also don’t create a situation having people so scared that 
there will be a run on the bank or difficulties of that manner. 

I want to thank you for holding these hearings, and for pursuing 
the concerns that we all have. 

I also want to thank the witnesses and make sure that we reas- 
sure the depositors of the facts, that their deposits will be covered 
as well. 

Thank you, Mr. Chairman. 

The Chairman. Thank you. 

Mr. Armey. 
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Mr. Armey. No, thank you. 

The Chairman. Mr. LaRocco. 

Mr. LaRocco. Thank you, Mr. Chairman. 

I want to add to the voices of my colleagues, and thank you for 
holding these hearings. I think that our central objective today 
must be to learn whether U.S. State and Federal banking regula- 
tors have appropriate authority to monitor and control foreign 
banks’ relationships with American banks, and to learn whether 
this has been used appropriately and aggressively in this case. 

I know the prosecutors are looking into what happened in the 
past. As legislators, our job is to figure out what to do in the 
future. I think that we especially need to determine whether the 
actions we took in H.R. 6, at the request of Chairman Gonzalez and 
the Federal Reserve regarding foreign banking, were sufficient. If 
they were not, we need to find the best ways to strengthen them. 

We need to determine not only what First American officials 
knew, and whether they knew it, but also what our regulators 
knew and when they knew it. We need to look at the larger ques- 
tion of whether U.S. regulators can adequately cope with foreign- 
owned banks operating in the United States when information 
from overseas is hard to verify, and extradition treaties are often 
inadequate to allow foreign violators to be penalized. 

I am sure that members will try to answer these questions as 
this week’s hearings progress. 

Thank you, Mr. Chairman. 

The Chairman. Mr. Riggs. 

Mr. Riggs. Good morning, Mr. Chairman, and thank you for the 
opportunity. I just would like to greet our distinguished panelists 
this morning, and recollect back to the first hearing that this com- 
mittee had on the big First American Bankshares relationship or 
controversy, and recall that Mr. Clifford that day, under repeated 
questioning from this panel, insisted that in characterizing the 
board at First American Bankshares as — insisted that it was an ac- 
tivist, hands-on type of board, not a passive caretaker board, that it 
was a board very much in control of and aware of day-to-day oper- 
ations and management decisions at First American. 

So, I hope in that vein that we will be able to probe somewhat 
today as to exactly whether or not this is an activist, hands-on 
board as described by Mr. Clifford, and also at the same time deter- 
mine the level of your awareness as to the links or contacts be- 
tween BCCI and First American, whether or not — obviously, you 
have disavowed any direct knowledge of those links in your written 
statements, but whether or not, frankly, circumstances should have 
suggested more concern than was demonstrated by the board, given 
your fiduciary obligations as board members. 

I appreciate the opportunity to pursue that line of questioning 
this morning, and appreciate your availability. 

The Chairman. Mr. Moran. 

Mr. Moran. Thank you, Mr. Chairman. 

Mr. Chairman, particularly because of the fact that many of the 
administrators and depositors of First American Banks in the 
Washington area are my constituents, I am especially grateful for 
the fact that you have shown the kind of diligent scrutiny of the 
BCCI scandal that you have. I know that those depositors are ap- 
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preciative of what this committee has done, and Mr. Annunzio’s 
subcommittee, as well. 

But it is terribly important that we separate the scandalous ac- 
tivity on the part of BCCI from the activities of First American 
Bank. The drug running and the money laundering and the fraud- 
ulent activity that clearly has gone on on the part of BCCI has not 
occurred with any of First American Bank’s deposits. The fact is 
that First American Bank has operated in as responsible a manner 
as the other banks in this area. 

We clearly need to get at the ways in which BCCI was able to 
acquire this kind of shadow ownership and control of First Ameri- 
can Bank, but that does not mean that they used that control to 
commit any kind of illicit activity. 

So it is terribly important — and I know you agree with me, Mr. 
Chairman — that the depositors in First American Bank in Virgin- 
ia, DC, and Maryland know that their money is safe and secure 
and being properly accounted for. So I would hope, in addition to 
getting at the bottom of what has occurred, and we cannot allow 
ever to occur again, we also make clear that distinction. 

Thank you, Mr. Chairman. 

The Chairman. Thank you, Mr. Moran. 

Mr. Slattery. 

Mr. Slattery. Thank you, Mr. Chairman. I too would like to join 
in recognizing the vigor that you have pursued this matter with, 
Mr. Chairman. I think all of my colleagues on both sides of the po- 
litical aisle have been impressed by your willingness to vigorously 
pursue the truth, regardless of where it leads us; and I commend 
you for that. 

Mr. Chairman, the reason I think this matter is so important to 
the people of this country is because it is critical at this time when 
we are considering major bank reform legislation that we get a 
handle on exactly what our regulatory agencies can do to protect 
the citizens of this country and to assure that our banking industry 
is run in a safe, sound, honest manner. 

I think that this case raises serious questions about what has 
gone on within the various regulatory agencies of this particular 
administration. I am particularly interested, and I applaud Mr. 
Wylie’s observation that we should call before this committee other 
agencies — particularly the CIA. I am curious as to why the CIA — 
and I haven’t heard anybody respond adequately to this point — 
why the CIA was apparently knowledgeable of certain BCCI activi- 
ties, illicit activities in this country and around the world, and for 
whatever reason, neglected to notify the Department of Justice, the 
Federal Reserve, the Department of the Treasury. I don’t under- 
stand why this happened. 

Why didn’t existing government agencies share the information 
that they had with you folks as directors of the bank, even, and 
inquire as to what was going on? 

So I think that it is very important for us to get a handle on just 
what our regulatory agencies can realistically be expected to do, es- 
pecially with regard to foreign-owned financial institutions. 

So those are the areas that I would like to see some focus on. 
Again, Mr. Chairman, I thank you for continuing your pursuit of 
the truth in this matter. 
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And I want to also associate myself with the remarks made by 
my friend from Virginia and my friend from Massachusetts in indi- 
cating that the depositors at First American in this area and 
around the country in their various depositor facilities want to 
know that their deposits are safe. I hope that this hearing and the 
focus on this BCCI problem does not create panic out there with 
the depositors in First American, and I think it is important for us 
to separate the banking activities of BCCI from First American. It 
is very important that we make that distinction. 

So, Mr. Chairman, I am anxious to hear from the witnesses 
today; and I am particularly interested also in their observation of 
who hired Mr. Clifford and Mr. Altman and who could have fired 
Mr. Clifford and Mr. Altman. I am also curious about what they 
think about all this business, especially with respect to the loans. I 
look forward to your testimony. 

Thank you again, Mr. Chairman. 

The Chairman. Mr. Slattery, if you will yield, the gentleman will 
recall that this committee joined me in voting for subpoenas, in- 
cluding documents from the CIA. It has created quite an upheaval 
over there in those labyrinthine facilities. 

Also, we have worked with the Intelligence Committee and 
Chairman McCurdy, but at this point, we don’t know yet — the 
staffs have been meeting diligently with CIA to make sure that the 
documents we have subpoenaed are all within the proper scope of 
the congressional right to know. 

But I wanted to tell you that, of course 

Mr. Slattery. Mr. Chairman, if I might respond, I am aware of 
what you just observed. The only point that I was making is that, 
as we sit here today, it is my opinion that we don’t have a satisfac- 
tory explanation, shall we say, from the CIA; and this is a matter, 
frankly, that I believe that the President of the United States 
should weigh into. He has mysteriously sort of disappeared on this 
question. 

The President of the United States is responsible for what hap- 
pens at the CIA; it reports to him. The Department of Justice and 
the Department of the Treasury report to the President. These are 
matters that I believe the White House ought to get involved in, 
and offer an explanation to the American public as to what hap- 
pened within the executive branch of government. 

Mr. Chairman, I appreciate your vigorous pursuit of the truth. 

The Chairman. I had better not pursue that, because I think we 
are going into other areas that I think we would be exceeding — all 
I can tell you is that with respect to that, we are harmoniously 
working with the Committee on Intelligence. 

But anyway, gentlemen, the committee is operating under House 
rules 10 and 11, in its investigative capacity, that is, for legislative 
purposes. So I am going to ask you to stand and raise your right 
hands. 

[Witnesses sworn.] 

The Chairman. Thank you. 

Senator, let me say that I never dreamed you had gone from the 
political to the banking world until I read your name in the news- 
paper not too long ago. But I recall with a great deal of nostalgia 
and pleasure when we first met. You may have forgotten. 
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I was newly arrived in the Congress, and we met at the old gym 
in the Longworth Building, and I would see you almost every day. 
You would come in in a big hurry and, now and then, we would 
converse; and you were rushing back to your district in Maryland. 

Then, subsequent to that, of course, you successfully ran and got 
elected to the U.S. Senate. So it is a pleasure to see you. We want 
you to know that, first, we are grateful to you for your cooperation. 
We sent an invitation letter to you, as well as the other gentlemen; 
and we are very pleased and thankful that you responded in a har- 
monious and cooperative way. We do take note of that. 

If there is no objection from the other panelists we will recognize 
you first, if you have a statement, Senator. 

STATEMENT OF CHARLES McC. MATHIAS, JR., DIRECTOR, FIRST 
AMERICAN BANKSHARES 

Mr. Mathias. Thank you very, much, Mr. Chairman and mem- 
bers of the committee. 

Mr. Chairman, just let me say, I remember those early days very 
well. 

The Chairman. I don't know if you were here by the time we got 
the new gym in the Rayburn Building, but you will remember the 
old gym, a small room. I think it could fit in a corner over there. 

I always thought — in fact, I respected very much your fitness and 
your desire to stay that way. I am delighted to see that you look 
very good. But I don’t know if you ever enjoyed the benefit of the 
House gym after the Rayburn Building was open. 

So, anyway, I am glad you do remember. 

Mr. Moran. Mr. Chairman, Senator Mathias suggested that 
maybe a few less of those Senate receptions has an effect on his 
health, too, why he looks so healthy. 

Mr. Mathias. It looks to me as if the chairman is doing pretty 
well himself. 

Mr. Chairman, I currently serve as a member of the board of di- 
rectors at First American Bankshares, and I am chairman of a spe- 
cial oversight committee of the board, the chartering activities of 
which I will describe in a few minutes. 

I am also a member of the board of directors of First American 
Bank of Maryland, and it is in my capacity as a member of the 
board of Bankshares, as well as the chairman of the Special Over- 
sight Committee of Bankshares, that I appear before the committee 
today. 

And if I may, Mr. Chairman, I would like to introduce the others 
who are with me: Jack Beddow, Paul Adams, Vincent Scoffone, and 
Charles Stauffacher. 

Jack Beddow on my right is the chief executive officer and a di- 
rector of the First American Bankshares. 

Paul Adams is the chief operating officer and also a director of 
Bankshares. 

Vince Scoffone is senior vice president and treasurer, and 
Charles Stauffacher served as an outside director of First American 
Bankshares since February 1989. 

I appear today at your invitation, and I welcome this opportunity 
to respond with facts about First American to some of the intense 
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publicity concerning the Bank of Credit and Commerce Interna- 
tional, which is commonly called BCCI. 

We hope to make it clear to you and to the public that First 
American’s banks have not committed any wrongful or improper 
banking practices and that their operations are not in any way 
controlled by BCCI. 

We appear today on behalf of what is the leading financial insti- 
tution in the Washington area and its many dedicated and profes- 
sional officers, directors, and employees. 

Our banks are fortunate to serve several outstanding communi- 
ties up and down the eastern seaboard of this country and to par- 
ticipate especially in the growth and development that has oc- 
curred in the greater Washington area. 

Having had, as the chairman recalls, the privilege of represent- 
ing the people of Maryland in the Congress, I take a particular in- 
terest in First American’s service to the people of Maryland. 

I would pause just to comment that First American is really a 
part of American banking history because it is one of the oldest 
American bank holding companies. 

It was originally incorporated as the Morris Plan Corp. of Amer- 
ica, and it was famous nationwide. 

In another period with different ownership, it traded under the 
name of Financial General. Of late, the significant accomplish- 
ments of the employees of this long established institution on 
behalf pf the communities that it serves have been completely ig- 
nored. \ 

And instead, the institution has been broadly and unfairly ma- 
ligned as a result of events that are external to it and beyond the 
control or influence of the people who have served the bank so loy- 
ally. 

My own involvement with First American began in 1987 after 
my service in the Senate had ended. Clark Clifford, whom I have 
known for many years, invited me to join the board of First Ameri- 
can Bankshares and First American Bank of Maryland. 

I was willing to accept this responsibility in part because I 
viewed this as a way to continue to be involved with the communi- 
ty that I formerly represented. 

Although I intend to speak at greater length about my role as a 
director of First American Bankshares, I would like to speak first 
about my experience with the First American Bank of Maryland 
because it involved the direct oversight of banking operations and I 
think addresses some of the interests expressed by committee mem- 
bers already this morning. 

My experience at First American Bank of Maryland, I think, is 
also very germane to the issue of whether BCCI controlled First 
American, a question on which there has been considerable specu- 
lation and investigation. 

First American Bank of Maryland is one of the seven subsidiary 
banks that serves thousands of communities from New York to 
Florida. 

In total, these banks employ about 5,500 people. Some of these 
employees, for instance, like Jack Beddow, who is here today, 
worked for First American before it was First American. 
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Changes of name, changes of corporate ownership, haven’t inter- 
rupted the consistent service of these people. The primary business 
of this institution has always been retail, local banking. 

The Maryland bank, for instance, has over 100,000 deposit ac- 
counts and about 30,000 loan accounts of various types. 

The Maryland bank has its own independent board composed of 
conscientious directors, many of whom I have been fortunate to 
know for years. 

In my experience, the officers and directors of First American 
Bank of Maryland have managed their own operations and have 
made their own decisions with very little or no input from above. 

Paul Adams, who is here today, was the President of the Mary- 
land bank from 1982 to 1989, when he moved up to become the 
Chief Financial officer of First American Bankshares. 

Paul did a masterful job of leading the bank in Maryland. When 
Paul became president of the Maryland bank in 1982, it was a mar- 
ginally profitable bank. Today, the First American Bank of Mary- 
land is a well capitalized bank with $1.5 billion in assets, which is 
nearly six times the size when Paul took it over. 

The bank accomplished this feat by participating in and by fos- 
tering the dramatic growth that has occurred in the northern and 
eastern parameters of the Washington metropolitan area and along 
the industrial corridor that connects Washington to Baltimore. 

I think it is fair to say that the Maryland bank has become an 
integral part of these communities. But the Maryland bank is not 
alone in this accomplishment. 

Each of the subsidiary banks has independent, dedicated leader- 
ship that has served its respective communities well. 

Our efforts have always been aimed principally at the retail 
level, serving many small depositors and customers. 

The First American banks together have close to 1 million depos- 
it accounts and half a million outstanding loans. Our commitment 
to the communities that we serve is particularly evident in the 
lending and investment decisions made by the First American 
Bank. 

You will recall, Mr. Chairman, that in the late 1970’s, the Con- 
gress passed what I viewed as long needed legislation, entitled the 
Community Reinvestment Act. I am sure the chairman remembers 
that very well. 

As you know, this legislation requires banks to meet certain min- 
imum levels of investment in low-to-moderate income housing 
projects and in loans to low-or-moderate income individuals within 
the bank’s community. 

First American has been a leader in achieving the goals of this 
legislation. Acting, again, through the subsidiary banks, First 
American has reinvested at every economic level of the communi- 
ties it serves. 

For instance, as of August 30, 1990, the three subsidiary banks in 
the greater Washington area alone have invested nearly $1.4 bil- 
lion in CRA qualified projects. 

I think it is this kind of activity, not involvement in BCCI’s 
wrongdoing, that characterizes First American’s operations. 

Those of us sitting here who are familiar with the real day-to-day 
operations of First American’s banks, as well as the thousands of 
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employees who have devoted their professional lives to this work, 
know that the allegations that BCCI controlled the operations of 
First American banks are extremely unfair and injurious to the 
good name of our banks and to their employees. 

Indeed, we find it particularly upsetting that speculation con- 
cerning BCCI operational control of First American continues to be 
offered when William Taylor, the Staff Director of the Federal Re- 
serves Division of Banking Supervision and Regulations, just this 
Tuesday again confirmed in testimony to the Senate that in spite 
of exhaustive investigative effort, the Federal Reserve has been 
unable to find any exercise of operational control by BCCI over 
First American. 

Now, all of the efforts of these subsidiary banks are tied together 
through the parent holding company, which is First American 
Bankshares. 

Unlike many bank holding companies, First American employs a 
significant operational staff of approximately 300 people. Their re- 
spective functions relate generally to functions at the subsidiary 
banks. 

For instance, Bankshares has its own separate loan review func- 
tion, the purpose of which is to review the lending activity at each 
of the subsidiaries to assure that company loan policy is being fol- 
lowed and that loans are properly risk rated. 

Similarly, Bankshares has its own audit staff which audits the 
activities of all of the banks. It is my judgment that First Ameri- 
can Bankshares, like the subsidiary banks, is staffed by prudent 
and attentive officers and directors. 

When I joined the board of Bankshares in 1987, it had already 
grown to be the largest bank holding company in the Washington 
area with total assets in excess of $9 billion, which is up from $2.6 
billion in 1982. 

On a consolidated basis, the performance of our banks during my 
first SV 2 years from 1987 through mid-1990 was solid and profita- 
ble. 

During this period, the exceptional performance of the Virginia, 
Washington, and Maryland banks was offset to some extent by 
what I have to characterize as disappointing earnings results from 
the New York and the Georgia operations. 

It was our understanding, however, that First American’s invest- 
ment in its New York and Georgia banks reflected strategic deci- 
sions that were favored by our parent holding company, Credit and 
Commerce American Holdings, commonly called CCAH, and its 
shareholders. 

Moreover, First American’s overall asset quality during this 
period remained exceptionally high. At the beginning of 1990, 
Bankshares had $11 billion in assets, and it ranked among the 50 
largest commercial banks in the United States. 

At the end of the first quarter of 1990, all of the indicators sug- 
gested that the bank was well positioned for the future. 

And this, Mr. Chairman, was not just the opinion of First Ameri- 
can’s directors; it was the opinion of the Federal Reserve Board. 

In particular, the examiners at the Federal Reserve informed the 
board of directors in February 1990 that, although operating 
income had declined slightly, total assets had increased 15.8 per- 
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cent since the prior year’s inspection, and that the net interest 
margin of the company was in line with its peer group banks. 

The Federal Reserve concluded that First American Bankshares 
was fundamentally sound, with some modest weaknesses that were 
correctable in the normal course of business. 

Now as we all know, since that time, the country as a whole and 
the Washington region in particular have experienced a serious re- 
cession, which has been especially hard on real estate values in the 
Washington area. 

By the end of 1990, First American had realized significant losses 
for the year from its banking operations for the first time in its 
history. There has been much debate and commentary on the cause 
of this recession, on the overall health of our economy, and on the 
consequences to the banking system of past changes in Federal leg- 
islation. 

I think these issues are beyond the scope of my testimony today. 
But I do wish to stress that the losses experienced in this past year 
by First American are due largely to the external forces and events 
which could be neither controlled, nor for that matter, very easily 
anticipated by First American’s managers or directors. 

Fortunately, First American, unlike many other financial insti- 
tutions, has a solid capital base that will help it to endure the eco- 
nomic adversity currently faced by virtually all banks. Now, the 
challenges that the past year has brought to First American have, 
of course, not been limited to the economic problems that have af- 
fected the entire industry, that have affected all banks. 

Beginning in May 1990, the ownership of First American’s 
parent became a subject of considerable media and congressional 
attention. As I indicated earlier, when I left the Senate at the end 
of 1986, Mr. Clifford asked me to become a member only of the 
board of the Maryland Bank and the Bankshares board. 

He did not invite me to become a member of any of the senior 
holding companies above Bankshares. I have attached as an exhibit 
to this testimony an organizational chart that illustrates the rela- 
tionship of First American Bankshares to its senior holding compa- 
nies and to its subsidiary banks. 

I hope that members of the committee, Mr. Chairman, have that 
chart available, because I think it is a valuable illustration of that 
relationship. 

The Chairman. We can include that in the record, if you wish, 
sir. 

Mr. Mathias. Yes, Mr. Chairman. 

The Chairman. Hearing no objection, it is so ordered. 

[The information referred to can be found in the appendix.] 

Mr. Mathias. I provide it because I think it is important to have 
an understanding of the organizational hierarchy and the accompa- 
nying allocation of authority and responsibility which is essential 
for an intelligent discussion of the concern of this committee. 

As you know, First American Bankshares is a privately-owned 
bank holding company. And as this exhibit indicates, the stock of 
First American Bankshares is 100-percent owned by First Ameri- 
can Corp. 



17 


Mr. Moran. Mr. Chairman, could we get a copy of that, perhaps 
the staff might Xerox it? I don’t think it is in the material that we 
were given. 

The Chairman. No, it is not in the material, but we have put it 
in the record. If the gentleman 

Mr. Moran. I understand. But if Senator Mathias is going to be 
pointing to it, it might be useful to follow it. 

Thank you, Mr. Chairman. 

Excuse me for the interruption. 

Mr. Mathias. To repeat, Mr. Chairman, the stock of First Ameri- 
can Bankshares is 100-percent owned by First American Corp., 
which in turn is 100-percent owned by Credit and Commerce Amer- 
ican Investment, which is sometimes referred to as CCAI, and that 
in turn is 100-percent owned by Credit and Commerce American 
Holdings, or CCAH. And it is this ultimate parent, CCAH, which in 
turn is owned by the individual shareholders. 

Until recently, the quarterly meetings of Bankshares that I at- 
tended focused almost exclusively on the financial results of the 
subsidiary banks. 

There was no discussion of the operations of the senior holding 
companies. Nor, until recently, was there discussion of shareholder 
satisfaction with Bankshares’ performance. 

I can recall one conversation with Clark Clifford, prior to accept- 
ing a position on the Bankshares board, during which I had in- 
quired about the shareholders. He responded that they were the 
most wonderful people. 

He said they were very wealthy individuals who had entrusted 
the operation of First American completely to him, who never 
interfered in his management of the institution, and who were in 
the investment for the long term. And he said that their attitude 
was so firm on this point that they did not even seek dividends, but 
instead wanted the earnings reinvested to expand the bank. 

I also understood, generally, that the shareholders sought some 
degree of anonymity, and that Mr. Clifford and Mr. Altman would 
and, in fact, did control communications with them. 

So accordingly, until very recently as I will soon describe, I had 
no contact with any of the shareholders. Communications with the 
shareholders were conducted exclusively at the CCAH level, which 
you can see on the chart, under the direction of Messrs. Clifford 
and Altman. 

I understand that the corporate records of CCAH were main- 
tained at the law firm of Clifford and Warnke, and were not kept 
in First American offices. 

It is, of course, the alleged relationship between this senior hold- 
ing company, CCAH, and BCCI that has been the subject of so 
much attention which has unfairly affected the First American 
banks. 

Now it was in May 1990 that the ownership of CCAH became the 
subject of renewed interest. Regardies magazine featured on its 
cover a picture of Sheikh Zayed, apparently to suggest the author’s 
view that the bank was improperly owned by overseas interests. 

I was aware that First American’s parent corporation was owned 
by Middle Eastern investors, but I was not then, and I am not now, 
opposed to foreign ownership of U.S. corporations, whether they be 
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financial institutions or other businesses, because free movement of 
capital is essential to the health of our system. 

In my view, regulation discriminating against foreign capital 
would be morally offensive and economically disastrous. The fact of 
foreign investment in First American’s parent corporation was not 
troubling to me as a director, or for that matter as a citizen. But 
the article did, however, raise certain questions that I and others 
at First American viewed very seriously concerning the possible in- 
volvement of First American in BCCI money laundering activity 
and the possible influence of BCCI over First American’s lending 
decisions. 

There were some prior allegations of a connection between BCCI 
and First American that surfaced following the indictment of BCCI 
and certain of its officers on charges of money laundering in Octo- 
ber 1988. And in a letter to the board of directors, the president 
and chief executive officer and the employees of First American, 
Clark Clifford denied that BCCI had ever had any financial inter- 
est of any kind in First American or that First American had ever 
had a financial interest of any kind in BCCI. 

Several months later, the Federal Reserve appeared to confirm 
Mr. Clifford’s statement of that relationship between BCCI, the in- 
dividual shareholders and First American. 

I would note, Mr. Chairman, that it was at the First American 
board of directors’ meeting that was held in February 1989, that 
officials of the Federal Reserve reported to the board that the staff 
of the Federal Reserve had completed a special review of the rela- 
tionships between BCCI and First American in connection with the 
application by First American to acquire Bank of Escambia. 

The investigation, which was discussed with this committee, I be- 
lieve, in recent testimony by officials from the Federal Reserve, 
concluded that there was no evidence of BCCI ownership or control 
of First American, inconsistent with the representation that had 
been made of the original acquisition, and that First American’s 
corresponding banking relationships with BCCI were conducted in 
the ordinary course of business and were appropriately monitored. 

The Federal Reserve conclusions were reported to the board of 
directors by the Vice President of the Federal Reserve Board of 
Richmond, Mr. Lloyd W. Bostian. Nevertheless, with allegations of 
improprieties relating to BCCI resurfaced in 1990 with the publica- 
tion of the Regardies article, First American’s chief auditor, James 
Lewis, was asked to conduct a thorough audit of First American’s 
operations. 

This audit, which began in May 1990 and concluded in December 
1990, involved an extensive review of transactions with BCCI. Tt 
found no adverse financial effects on First American by reason of 
these transactions, and it found no flow of funds indicative of 
money laundering. It also found no evidence that any loan deci- 
sions were being controlled by BCCI. 

The results of this audit were consistent with the findings of the 
Federal Reserve, as explained to this committee in testimony 2 
weeks ago by Mr. Robert P. Black, the President of the Federal Re- 
serve Bank of Richmond. 

Mr. Black indicated that since the Federal Reserve received the 
first tangible evidence of BCCI loans to shareholders in late 1990, a 
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comprehensive, coordinated and simultaneous inspection of the 
holding company and examinations of the subsidiary banks had oc- 
curred that required 52 examiners from all 12 Federal Reserve 
Banks. 

The Federal Reserve found no evidence of transactions with 
BCCI, other than in the ordinary course of business; is no evidence 
of abuse of the bank; and no evidence of significant exposure of 
First American to financial risk in connection with any BCCI 
transactions. 

And this conclusion, as I noted earlier, was restated by William 
Taylor in his testimony of the Senate Banking Committee last 
Tuesday, when he agreed with Chairman Riegle that despite inten- 
sive investigation, the Fed had yet to find any probative evidence 
of operational control over First American by BCCI. 

Now the results of the Louis audit were reported to the board of 
directors in December 1990, and were important to all of us be- 
cause they confirmed that the bank was not being used by BCCI in 
any inappropriate fashion. And for a time, it also seemed to lay to 
rest the allegation of BCCI control. 

The directors, however, had new issues that we felt needed great- 
er attention. As I have previously stated, although 1990 had started 
out as another good year for the bank, the 6-month period follow- 
ing the Federal Reserves favorable report to the Bankshares direc- 
tors in March 1990, were not good for the region. 

We recognized this circumstance, as did the Federal Reserve. 
Other banks in the area experienced similar or even worse deterio- 
ration. 

Thus, in late 1990, the Bankshares board, following consultation 
with the Federal Reserve, created a special oversight committee of 
the board. And this committee identified two areas that needed 
prompt attention: the need for an infusion of additional capital; 
and the need to conduct a thorough review of asset quality and 
credit review procedures. 

First American has in the last 6 months realized great success in 
addressing capital needs that have arisen as a result of the rapid 
and dramatic changes in the economy. The first 6 months of this 
year, the Abu Dhabi investors have provided capital support ap- 
proaching $200 million. 

In addition to this capital, the holding company received approxi- 
mately $6.8 million from the sale of First American Data Services. 
It also received $71.5 million from the sale of Valley Fidelity Bank 
and Trust Co. 

Now, because of these efforts and the long-term view of our Abu 
Dhabi investors, First American today has a total risk-based cap- 
ital to asset ratio of 9.86 percent of assets. That exceeds by 36 per- 
cent the current minimum ratio of 7.25 percent established by the 
Federal Reserve. 

The ratio compares favorably to an average for Washington area 
institutions of roughly 8.1 percent. Its measure of tier 1 capital to 
risk-weighted assets is 8.56 percent, as compared to the 3.625 per- 
cent that is currently required under the Basle standards and mini- 
mum Federal guidelines. 

Notwithstanding this strong record of accomplishment, the over- 
sight committee and First American management continue actively 
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to explore a variety of possible additional steps to improve capital, 
and intend to continue to move vigorously in maintaining and en- 
hancing First American’s capital position. 

During the past year, improved policies and procedures to admin- 
ister First American’s overall loan portfolio have been developed 
and implemented. A revised credit review function coordinated by 
Bankshares for all of its subsidiary banks for identifying and classi- 
fying problem loans is now fully implemented. 

Bankshares has also improved programs to provide the necessary 
training for loan officers and to conduct on-site loan reviews and 
classifications at various banks. 

In addition, based on First American’s initiative and guidance, 
several of the subsidiary banks have created oversight committees 
to review problem credits and to develop plans to resolve them. In- 
creased controls are now in place to monitor performance and to 
resolve troubled credits. 

Initially, the oversight committee believed its principal focus 
needed to be on the capital needs of the bank and on a thorough 
review of the bank’s asset quality and loan procedures. 

However, questions about the ownership of CCAH resurfaced 
once more in early 1991. Journalistic investigations were accompa- 
nied by legislative and executive branch inquiries. Robert Morgen- 
thau, the district attorney for Manhattan, was similarly interested. 

In light of these developments, the committee determined that it 
needed to extend the reach of its activities to include closer moni- 
toring and evaluation of the various investigations and the attend- 
ant management questions. 

Now, since the activities of Mr. Clifford and Mr. Altman were 
the subject of these inquiries, the directors collectively believed 
that greater direct involvement by us was necessary to ensure that 
independent judgment was brought to bear on the bank’s behalf. 

Accordingly, I joined other directors of the bank in meetings 
with Mr. Morgenthau, with Mr. Taylor of the Federal Reserve, 
with Senator Kerry, who chairs a Senate subcommittee that has 
been examining this issue for sometime. We have also met with the 
representatives of the joint liquidators of BCCI. We have met with 
officials of the Bank of New England. 

By these meetings, we sought to pledge the bank’s cooperation in 
the effort to bring to light all of the relevant facts and to learn for 
ourselves more about the allegations that we viewed as unfairly in- 
juring the bank. 

In the 6-month period from February through July of this year, 
it became increasingly clear that the continued presence of Messrs. 
Clifford and Altman would be detrimental to First American be- 
cause of the continuing publicity related to BCCI. 

As you know, Mr. Clifford and Mr. Altman were the focus of 
much of this publicity. After various discussions with the directors 
and the Federal Reserve concerning their role in First American’s 
management, Mr. Clifford and Mr. Altman decided to resign on 
August 9, 1991. 

Now, this was obviously a painful decision for them because they 
had spent many years in running this institution. And as this com- 
mittee has been assured, they firmly believe that they will be vin- 
dicated of any wrongdoing. Nevertheless, they, like the directors 
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before you today, recognized that the publicity centering on their 
alleged relationships with BCCI, whether justified or not, would ad- 
versely affect confidence in their leadership and therefore in the 
institution itself. 

My agreement with this decision should not be misconstrued. I 
did not reach a judgment that Mr. Clifford or Mr. Altman had com- 
mitted or condoned any violation of law, but only that their contin- 
ued leadership would no longer serve the best interests of this im- 
portant financial institution. 

Whether any wrongdoing has been committed by any party is 
being vigorously investigated by several law enforcement bodies. 
Mr. Clifford and Mr. Altman are, of course, entitled to the same 
presumption of innocence and the same opportunity to defend 
themselves as any other American citizen. 

In light of the complex, disputed, and incomplete factual record, 
it would be highly inappropriate to speculate on the positive legal 
culpability of any party. This is particularly true with respect to 
assertions allegedly supported by records supposedly kept by BCCI, 
since a good deal of the information that comes to us indicates that 
BCCI did not keep regular records, and may well have deliberately 
manufactured records. 

Now, immediately after accepting the resignations of Mr. Clifford 
and Mr. Altman, the remaining First American Bankshares board 
members contacted Mr. Nicholas Katzenbach, who, as you know, 
was formerly Attorney General of the United States and also for- 
merly general counsel of IBM, and asked him to meet with us to 
discuss the possibility that he would assume the chairmanship of 
First American Bankshares. Through several meetings in the ensu- 
ing days, we were able to frame conditions that would permit Mr. 
Katzenbach to accept this responsibility. 

Since the resignations of Messrs. Clifford and Altman in mid- 
August, the First American directors, working with Mr. Katzen- 
bach, have sought to achieve three primary objectives. The first is 
to bring in a new chief executive officer as a successor to Jack 
Beddow, who is past due, I might say, long past due his schedule 
date for retirement. Jack has had a long and productive and distin- 
guished career at First American. As I said earlier, he was with 
the bank before it was First American. His calm and steady leader- 
ship has played an important role in helping to guide First Ameri- 
can successfully through this turbulent period. 

The chief executive officer search has gone well, and we expect 
to make an announcement in the near future. The process has 
been quite deliberate and thorough. With the assistance of a con- 
sultant who specializes in the recruitment of senior executives in 
the banking industry, we started with a list of more than 30 pro- 
spective candidates, all of them from outside of First American, 
and interviewed approximately one-third of that number. 

We have been especially pleased with the level of interest in this 
position among very qualified individuals. The new chief executive 
officer will bring to First American both an impeccable reputation 
and a wealth of banking experience. 

Our second primary objective is the establishment of a trust to 
hold at least 75 percent, and ideally 100 percent, of the stock of 
CCAH or CCAI. Such a trust arrangement was first proposed about 
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6 months ago by the Abu Dhabi shareholders and the Federal Re- 
serve in response to the Federal Reserve’s requirement that BCCI 
come up with a plan for divestiture of whatever interest it may 
have in First American. 

The Abu Dhabi shareholders have been willing to submit their 
shareholdings to this trust, despite the fact that there are no alle- 
gations that their shareholdings have been financed by BCCI or are 
in any way improper. The concept was and is that the trust will 
have the power to exercise the shareholders’ franchise. 

Progress on the details of the trust arrangement languished for 
several weeks after the provisional liquidators of BCCI were ap- 
pointed in early July. 

Nick Katzenbach, in the discussions leading up to his nomination 
as chairman of First American, immediately recognized the bene- 
fits offered by the proposed trust arrangement. His insistence that 
it be implemented as soon as possible has prompted renewed 
progress on the trust arrangement. 

Although some of the technical details are still being worked out 
by the lawyers, a majority of the CCAH stockholders, as well as the 
British and Luxembourg liquidators, have agreed, one, that the 
trust will have exclusive authority to vote the stock of First Ameri- 
can’s holding company that is placed in it, and the trust will be 
independent of any control by the stockholders. 

This trust arrangement will enable First American to proceed 
now to a new stage in its life, without becoming entangled in dis- 
putes regarding its ultimate ownership that could take years to re- 
solve. 

First American’s ability to compete successfully in this difficult 
economic climate has been undercut by the considerable confusion 
that has been created by publicity related to BCCI. Because it has 
been alleged that BCCI controlled shares of CCAH, First American 
has been associated with BCCI in much of this publicity. And this 
has unfairly tarnished the reputations of First American and its 
many employees. 

It’s important that this committee understand and make clear to 
the public that the alleged ownership of CCAH shares by BCCI 
does not reflect adversely on the integrity of First American or of 
its employees. 

It is undisputed that no irregularities, no illegal transactions 
were discovered by the Federal Reserve in its detailed audits of the 
account relationships with BCCI. 

The Federal Reserve has not alleged that any First American 
employees have been involved in illegal activities, in particular the 
Federal Reserve, found no evidence of any money-laundering activi- 
ties at First American banks. 

It is also undisputed that the shareholders of CCAH have not 
taken money out of First American, but have, in fact, contributed 
substantially to the financial strength of First American’s banks 
over the years. 

The shareholders have contributed in excess of $400 million in 
capital and no dividends wherever paid to the shareholders. All of 
First American’s substantial profits were reinvested in the institu- 
tion. 
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I would note that the Abu Dhabi shareholders, whose purchases 
are not alleged to have been financed by BCCI have been particu- 
larly cooperative over the past year. 

First American’s ability to deal with the current recession and 
the real estate market downturn has been substantial enhanced by 
the willingness of the Abu Dhabi shareholders to act as a source of 
strength. 

Many other banks attempting to deal with the current economic 
conditions do not have the benefit of such investor support. 

The central concern of this committee and the Federal regulators 
is whether BCCI violated the Bank Holding Company Act by ac- 
quiring secretly ownership of a majority of CCAH stock through 
loan agreements which BCCI is alleged to have entered with cer- 
tain individual shareholders. 

Now there is no question but that none of the directors before 
you today, none of these directors, nor any other current employees 
of First American, had any knowledge of these agreements or of 
BCCI’s alleged ownership of CCAH. 

Indeed, we have still never seen these loan agreements. I have 
discussed the alleged ownership interest of BCCI in CCAH stock 
with the representatives of the joint liquidators of BCCI. 

And even the joint liquidators were unable to confirm that BCCI, 
in fact, wants CCAH stock. 

They explained to me that no CCAH stock certificates appear to 
be in BCCI’s possession and that their claim to ownership will rest 
on certain contracts whose validity may be disputed. 

It may be true when all the disputed facts are settled, that a vio- 
lation of bank regulatory law will be proven. At present, that is 
purely a matter of speculation. 

But what is not speculative, Mr. Chairman, is that none of the 
First American's employees are in any sense at fault in these 
events. 

And I seek your cooperation in preventing any further injury to 
the reputation of the First American banks and to the employees 
that have served their communities so well. 

In conclusion, Mr. Chairman, I wish to note that First American 
has been gratified by the high degree of loyalty and confidence that 
its customers and depositors have displayed in recent months, de- 
spite the highly sensationalized and misleading publicity. 

Once again, Mr. Chairman, I thank you and members of the com- 
mittee for this opportunity to appear here today. 

[The prepared statement of Mr. Mathias can be found in the ap- 
pendix.] 

The Chairman. Thank you very much, Senator. 

Mr. Adams, do you have a statement? 

Mr. Adams. No, I don’t. 

The Chairman. Mr. Beddow. 

Mr. Beddow. I do not. 

The Chairman. Mr. Scoffone. 

Mr. Scoffone. No, I do not. 

The Chairman. Mr. Stauffacher. 

Mr. Stauffacher. No, thank you. 

The Chairman. I am going to ask unanimous consent that I 
place in the record after my opening statement — I neglected to do 
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this, and I apologize, but in my consternation at arriving late, I 
overlooked it. 

It is a very important article that has just come out in the latest 
addition of the World Press Review for October 1991, and it re- 
prints articles from Italy’s il Mondo. 

And, you know, they state, “the non-existent controls, ignored 
warnings, permissive laws: Criminality has been given the green 
light. And new European Community directives to prevent money- 
laundering risk no longer being of any use. 

“The reason is that a no man’s land now cuts Europe in two.” So 
it goes on and points out how vulnerable the thing is. 

Then they have another article by the Oslo Norway Dagen Naer- 
ingsliv in which the title of it is “Around the World’s Financial 
Havens” by Tom Marthinseon. And they point out the existence of 
these havens worldwide from the Caribbean to the Pacific. 

I will just read, “Tax havens of the Pacific are more of an un- 
known quantity. Japanese, American, and Australian capital is 
now being lured to the region’s mini-states.” 

And then they mention what used to be the New Herbrides, and 
after their independence are now known as the nation of Vanatu, 
all the way to the Cook Islands, out of New Zealand, Port Louis, 
the capital of Mauritius, and then they go to Europe. 

I am going to get copies for each member present here so you 
will have it, to indicate the seriousness of the task we have con- 
fronting us. 

Senator Mathias mentioned the Basle agreements. Well, those 
agreements were the result of the pressure of the Europeans prin- 
cipally, but mostly the Bank for International Settlements of which 
we are not a voting member, and the imposition and the conver- 
gence of capital standards that resulted. 

I want to remind the gentleman and also you Board Directors, 
that come January, you will have the next increase in your reserve 
requirements mandated on account of the Basle agreements. 

So that will complicate the picture if we get the refinancing plan 
through on the bid. And I just want to mention this, because we 
are going to have to look to perhaps another committee, Foreign 
Affairs, and also the executive branch, to exert some leadership in 
bringing about some world consortium so we can control this. 

Now, the gentle lady controlling the time, I would like to get my 
5 minutes on questions. 

When Mr. Clifford and Mr. Altman were here, I was very critical 
of their multiplicity, of their activities and the responsibilities and 
their power. 

I said they wore so many hats, and in this case here Senator, you 
are the director of First American, but your law firm, Jones, Day, 
represents all of the directors here today except Mr. Scoffone, as I 
understand. 

Now, another Jones, Day partner, Mike Bradfield, was the Gen- 
eral Counsel of the Federal Reserve during most of the investiga- 
tions of the BCCI-First American relationship. 

We also know that Jones, Day has hired at least three prominent 
lobbyists to reach us in the Congress with respect to the investiga- 
tions of the so-called investigation of BCCI. 
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Now, my question is this: If you had your druthers right now, 
that is, if you had to choose between two options, one being a 
member of the board and the other as a member of the law firm 
hired by the directors of the bank, which one would you give up? 

And what would be the purpose of Jones, Day hiring lobbyists to 
come here to the Congress? On behalf of First American? In what 
way? 

Mr. Mathias. Well, Mr. Chairman, I think you point to a ques- 
tion which is an important one, and one that I share as a serious 
subject, that we have to keep very careful control over and not 
permit an intermingling of interests in any improper way. 

We have been very conscious of that, and in this situation Jones, 
Day had very little relationship whatever to First American Bank- 
shares in any business at all until the difficulties which have oc- 
curred in the past several months. 

The help of Jones, Day was acquired as a result of a decision of 
the special oversight committee, and I might refer to Mr. Beddow, 
who is a member of that committee, who would — who could com- 
ment, I think, objectively on that decision. 

Mr. Beddow. I might say, Mr. Chairman, the selection by that 
committee, that oversight committee, which is composed of Sena- 
tor, Mr. Stauffacher, Mr. Adams, and myself, that committee made 
the selection of Jones, Day without any pressure from the Senator. 

The Senator didn’t involve himself in it. We knew some of those 
people, and we have dealt directly with those people rather than 
through the Senator, and we think they have served the committee 
well. 

And some of the other assignments that I have decided to give 
them, they are serving me well. 

The Chairman. Well, be that as it may, there is another question 
here. Were you aware — we have this report, this information, that 
First American became the source of loans to from political figures 
and defense individuals. 

For instance, in New York, the First American of New York 
seemed to have been entrusted with that, and it seems to me that 
given the nature, for instance, in Washington, DC, First American 
loaned money to such people as the Embassy officials, the Jordan 
military, the Saudi National Guard officials, Saudi military offi- 
cials, United Arab Emirates officials, Algerian, Guatemalan mili- 
tary officials, Libyan militia officials, and Kenya military. 

Were you all aware that this was a pattern of lending here, and 
what would be the reason behind it? 

There may be some explanation, but it seems to me that this 
would follow the pattern that had been outlined to begin with by 
Mr. Abedi in the document that we submitted for the record when 
together with former employees of the New York Bank scoped out 
what their intentions were for the American market and their in- 
volvement in it. 

Why this select group? We even have a note that First American 
employees attended a reception in honor of Iraqi military in Janu- 
ary 1988. 

So — but the loans, you know, why would First American be the 
source of that banking loan? I just raise that issue. Do you have 
any comment? 
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Mr. Beddow. Mr. Chairman, I am not familiar with the specific 
loans you mentioned, but most foreign countries have Embassies in 
this country, have missions in this city. They do business. 

All the banks in Washington compete for that business, and we 
have competed through our Washington bank with a lot of local 
business through Embassies and missions through foreign govern- 
ment. 

And I might say, I don’t believe we have the largest percentage 
of those loans. Other banks in town have more of that type of loan 
than we do. 

The Chairman. All right, sir. 

There was one final question I have for the moment, and I also 
will ask unanimous consent that I and any other member be per- 
mitted to submit questions in writing to the gentleman. 

When you get the transcript of these proceedings for your over- 
sight and correction, hopefully by then you will have any questions 
that are to be submitted for your reply for the record. 

Senator, in your August 2 letter to Mr. Taylor and Mr. Mattingly 
of the Federal Reserve, concerning the removal of Mr. Clifford and 
Mr. Altman from the board, you stated, and I quote, “During the 
past week there has been confusion with respect to your position 
on the question of Mr. Altman and Mr. Clifford remaining as offi- 
cers and directors of First American.” 

I wonder if you could enlarge on what you are referring to about 
this confusion? 

Did the Federal Reserve seek to remove all the directors or just 
Mr. Clifford and Mr. Altman? 

Would it have been in the best interests of First American for all 
the directors, including yourself, to have resigned? 

Mr. Mathias. Mr. Chairman, the confusion that I referred to in 
my letter was simply this: In pursuit of that responsibility to the 
bank, I talked frequently with Mr. Taylor and Mr. Mattingly and 
received from them the very strong impression that it was their 
judgment that there had to be a change in management in the 
bank or to put it more bluntly, that Mr. Clifford and Mr. Altman 
had to go. 

And they also made it very clear that they felt it was the respon- 
sibility of the board of directors to bring about that change. 

I was simultaneously having discussions on the same subject 
with Mr. Clifford and Mr. Altman, and they were having independ- 
ent conversations with Mr. Taylor and Mr. Mattingly. 

And I would find that when they would return from their con- 
versations with Mr. Taylor and Mr. Mattingly, they apparently 
brought back different points of view from that which had been ex- 
pressed to me, and that was the confusion that I was referring to in 
that letter. 

The Chairman. Thank you. 

My time has expired. 

Mr. Wylie. 

Mr. Wylie. Thank you very much, Mr. Chairman, and I would 
say, gentlemen, that there are so many unanswered questions here 
that I hardly know where to start. 
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But I would like to start out by suggesting that adding to the 
confusion here, to me is this organization charter. Bank holding 
companies and subsidiary banks of First American. We have — — 

Mr. Mathias. I agree it is a very confusing 

Mr. Wylie. Why this complicated structure? Were they trying to 
blind somebody with footwork, or was there a reason for this, Sena- 
tor? 

We have starting out here a holding company from the Nether- 
lands Antilles. What other companies did that holding company 
own; do you know, or was it just Credit Commerce American In- 
vestment of the Netherlands that they owned? 

Mr. Mathias. This structure was created back at the time of ac- 
quisition of Financial General by the First American investors and 
that was long before I had joined the board. So I don’t have first- 
hand knowledge. 

Mr. Wylie. So you really don’t have any firsthand knowledge of 
why they entered into this very complicated arrangement, it seems 
to me. You get into the picture with First American Corp. of Vir- 
ginia, you are on their bank holding company board; right? 

Mr. Mathias. First American of Maryland. 

Mr. Wylie. First American of Maryland. 

Mr. Mathias. First American Bankshares, which is the lowest of 
the four levels of the holding company. 

Mr. Wylie. In your testimony, when you start, I currently serve 
as a member of the board of directors of First American Bank- 
shares, Inc., and then First American Bank of Maryland. 

Mr. Mathias. Bankshares is a Virginia corporation. 

Mr. Wylie. That is right, so you are on the board of directors. 

Mr. Mathias. Right. 

Mr. Wylie. I wanted to point that out as adding to the confusion 
of trying to get some answers here. 

You wouldn’t have any opinion as to why this complicated ar- 
rangement for one holding company owning another, another, and 
another and finally you get down to the bank. 

Why would that be entered into? 

Mr. Mathias. I am mindful of the chairman’s admonition earlier 
that we can’t assume anything in this world. 

I have always assumed, however, that there were some tax impli- 
cations that affected that structure. 

Perhaps Mr. Beddow could throw some light on that. 

Mr. Beddow. Those three corporations, CCAH, CCAI, and First 
American Corp. were formed before the takeover. 

They existed and then it was First American Corp. that made 
the tender offer to acquire Financial General back in 1982. 

They exist solely to own the company beneath them and it was 
my understanding at the time that they were formed to facilitate 
tax payments, dividend payments at minimum tax. 

There have, in fact, been no dividends paid, so it was a useless 
exercise, but I think that was the purpose in the beginning for set- 
ting it up that way. 

Mr. Wylie. You get the feeling that there should be a box having 
BCCI in it. 

I have an exhibit from the Board of Governors of the Federal Re- 
serve from Shahid Jamil. 
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Do any of you know the name? 

He is with BCCI and he has written a communication, “Half 
Yearly Review of FAB.” 

It says, “Please find enclosed a review of First American Bank 
shares for the half year ended June 1984. The bank has achieved 
the budgeted figure for deposits and exceeded that for loans.” 

Then he has, “Perhaps Mr. Altman may require some assistance 
and guidance in enabling him to reach the budgeted income figures 
in the second half of 1984, without further increasing their loan 
portfolio and raising the loan/deposit ratio beyond the existing 
64.72 percent.” 

There is another note, in Mr. Jamil’s handwriting: “I have since 
discussed the half-yearly results of FAB with Mr. Altman to draw 
his attention to the concern about the group of his income is falling 
off.” 

[The information referred to can be found in the appendix.] 

Mr. Wylie. Why would BCCI be reviewing First American Bank 
shares if they had no interest in it? 

Mr. Beddow. Let me say I don’t know that man, and I am not 
familiar with that memo other than having heard about it just re- 
cently. 

I was not familiar with it at the time. 

As I understood the situation, BCCI served as investment advi- 
sors to CCAH shareholders and in fulfilling that role, they could 
very well have been somewhat interested to advise the sharehold- 
ers. 

Mr. Wylie. Is that normal practice for them to be advisors to 
other shareholders? 

Mr. Beddow. Well, this is an unusual situation in that there 
were just a small number of shareholders so each shareholder had 
presumably a large interest and he could very well have had an 
advisor to help him, but I don’t know anything about it. 

Mr. Wylie. Do you know Mr. Naqvi? 

Mr. Beddow. Not personally. I have seen his name. 

Mr. Wylie. Shoaib, S-h-o-a-i-b? 

Mr. Beddow. I don’t know him personally. 

Mr. Wylie. Nobody knows these gentlemen. 

That is in line with what we have been getting in the way of in- 
formation. 

No reflection on you, gentlemen. 

I don’t mean to imply that. 

All of us have been impressed by the high-powered and top 
dollar legal defense that Clifford Altman have assembled. 

They have retained the services of Scadden Arps and have enlist- 
ed the aid of a major P.R. firm. 

When testifying, they were accompanied by no less than 10 law- 
yers. 

Is it true that First American is paying for these legal expenses 
as reported in the paper and if so, how much has been billed so far 
if you know? 

If you don’t know, I would like to have it supplied for the record. 

[The information referred to can be found in the appendix.] 

Mr. Wylie. Is First American being billed for these legal ex- 
penses? 
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Mr. Mathias. Mr. Chairman, there are some provisions of law 
and there are also some provisions of the bylaws of the corporation 
which touch upon this subject. 

Generally, I think in our society we feel that people are entitled 
to counsel. 

In this particular case, these bills have not been paid to date. 

There have been billings that have been submitted. 

If the committee would like, we would be happy to supply that 
for the committee. 

Mr. Wylie. I think it is pertinent and germane to the hearing 
this morning, Mr. Chairman, and I would ask that that be supplied 
for the record. 

The Chairman. Without objection, so ordered. « 

[The information referred to can be found in the appendix.] 

Mr. Mathias. I think the directors feel that they will do what 
they are legally bound to do, but those decisions have yet to be 
made. 

Mr. Wylie. Those decisions were made before you became a 
member of the board by agreements previously entered into? 

Mr. Mathias. The provisions of the bylaws were before 

Mr. Wylie. If you would supply that, I would appreciate it. 

[The information referred to can be found in the appendix.] 

Mr. Wylie. I will have some more time to get back, Mr. Chair- 
man. There are a couple of other areas I want to pursue. 

Thank you very much. 

The Chairman. Thank you. 

I believe Mr. Riggs 

Mr. Riggs. Thank you, Mr. Chairman. 

Gentlemen, Senator Mathias, I want to go back to a comment 
you made about this separate loan committee that was set up 
under one of the holding companies, I guess as an adjunct for your 
organizational chart here, this is a loan committee of, was it the 
First American Corp. Bank Holding Co.? 

Mr. Mathias. The loan review process. 

Mr. Riggs. Where was that — where would that fall within your 
organizational structure here? 

Mr. Mathias. In Bankshares. 

Mr. Riggs. First American Bankshares of Virginia? 

Mr. Mathias. No. 

There is a slight confusion in the chart in that First American 
Bankshares is noted as a Virginia corporation, but it shouldn’t be 
confused with First American Bank of Virginia, which is the oper- 
ating bank in Virginia. 

Mr. Riggs. Yes. 

So your testimony is that First American Bankshares, Inc. of 
Virginia, a bank holding company, has a loan committee or loan 
oversight committee? 

Mr. Mathias. That is correct. 

Mr. Riggs. Did any of you gentlemen serve on that committee? 

Mr. Adams. The function that was referred to was a loan review 
function. 

Many of the personnel actually are physically located in the 
banks and their job is to review loan files and see that the loans 
are properly graded, and that is important because it is those 
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grades that determine appropriate loss reserves, chargeoffs, and so 
forth. ' 

So that function was managed by personnel that were at First 
American Bankshares. 

The actual loan reviewers were very often located in the various 
banks, but reported to that individual. 

He didn’t refer to a committee. He referred to an individual that 
performed a specific function. 

That function was loan review. 

Mr. Riggs. Who was that individual? 

Mr. Adams. His name was Ron Lebio who headed that function. 

Mr. Riggs. Were any of you as individual directors and outside 
directors aware of the extensive loan activity, particularly in the 
area of letters of credit between First American Bank of Washing- 
ton, DC, National Bank, and BCCI? 

Mr. Stauffacher. Could you restate that, sir? 

Mr. Riggs. Do any of you have personal knowledge regarding let- 
ters of credit exchanged between First American Bank of Virginia 
or First American Bank here? Washington, DC and BCCI? 

Mr. Stauffacher. I have not. 

Mr. Beddow. Well, I don’t believe there were extensive letters of 
credit. 

There were some letters of credit in the scheme of things and the 
volume of loans and letters of credit we have. I don’t think there 
was an unusual number of letters of credit. 

Mr. Adams. I don’t believe we are aware of any substantial 
volume with those banks you just mentioned. 

Mr. Riggs. There are letters of credit, those type of transactions 
despite all the warning signs about BCCI, not the least of which, of 
course, would be the indictment and the fine in the Miami drug 
money laundering case after which you continued to have a corre- 
spondent banking relationship of some sort with BCCI? 

Mr. Adams. I don’t believe there were any letters of credit after 
those dates in the local area banks. 

Our New York bank, which did substantial international trade 
letters of credit, continued to have a correspondent counterpart re- 
lationship with BCCI and these were trade transactions done under 
correspondent relationships with BCCI. 

Mr. Riggs. I am now looking at an internal memorandum dated 
December 21, 1988. 

I guess this would be shortly after the indictments in the Miami 
case where First American Bank, I guess First American Bank of 
Virginia, through a William G. Avonberg extended a letter of 
credit to secure a performance bond or an improvement bond for a 
company by the name of Investment Trade, owned by Mohammad 
Hammoud. 

Were you aware of that transaction? 

Mr. Adams. Not at the time, but subsequently. 

It was a letter of credit issued by BCCI for one of their customers 
that was confirmed by our New York bank. 

Mr. Riggs. Which New York bank? 

Mr. Adams. First American of New York, and then our Virginia 
bank confirmed New York’s because the city of Alexandria re- 
quired a Virginia bank to do so. 
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Mr. Riggs. Was it unusual that American banks were honoring 
BCCI letters of credit? 

Mr. Adams. I don’t believe it was unusual. 

There were banks that had similar policies. 

Mr. Riggs. Are you aware of any other institution other than 
First American Bank? 

Mr. Adams. Absolutely. 

Mr. Riggs. Can you give me one? 

Mr. Adams. I will write their names down here and 

Mr. Riggs. That would be fine. 

Senator Mathias, referring to the specific transaction, did you 
know at the time or do you know today who Mohammad Hammoud 
is? 

Mr. Mathias. I do not. 

Mr. Riggs. You are not aware that at the time that First Ameri- 
can Bank of Virginia issued this letter of credit to him and his 
company that he owned more than 5 percent of CCAH? 

Mr. Mathias. I did not know that. 

Mr. Riggs. Are you aware that — of existing banking regulations 
that require the disclosure of someone who owns more than 5 per- 
cent of stock in a bank holding company? 

Mr. Adams is nodding his head yes. 

Mr. Mathias. That is correct. 

Mr. Riggs. Can you explain why you did not know who this gen- 
tleman is? 

I might help your memory and point out that Mr. Hammoud is 
also a gentleman who bought stock from Mr. Clifford and Mr. 
Altman. 

Mr. Mathias. I might say that I had no reason to know who he 
was. 

I assumed that he was properly registered with the Federal Re- 
serve, but nothing had brought his name to my attention. 

Mr. Riggs. You are not aware that he had acquired this interest 
by purchasing the stock of Mr. Clifford and Mr. Altman? 

Mr. Mathias. I had never heard of that transaction. 

Mr. Riggs. Did you as directors, as oversight capacity, specifical- 
ly focus in on the compensation package for Mr. Clifford and Mr. 
Altman? 

Mr. Mathias. Yes. From time to time, Mr. Clifford would remind 
us that his salary was $50,000 a year. 

Mr. Riggs. Well, I would love to pursue this line of questioning 
further, but I notice that the red light is on. I will stay, in the 
hopes that I can obtain time later. 

The Chairman. Mr. LaRocco. 

Mr. LaRocco. Thank you, Mr. Chairman. 

I want to thank the panel for being here today, and to thank 
Senator Mathias. A critical question that I raised at the earlier 
hearing with Mr. Clifford and Mr. Altman is on the issue of when 
an investor is really a nominee, when there is a front person. 

Who could have or should have known that the investors were 
really nominees for BCCI? 

Mr. Mathias. Who could have or should have known that the in- 
vestors were nominees? Only those people who had access to the 
basic information. 
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Mr. LaRocco. Mr. Clifford said that he was duped, he didn’t 
know. Who really has responsibility 

Mr. Mathias. We are looking at a very tangled situation here 
and one that isn’t clear today. The Federal Reserve believes that 
over 25 percent of the shares were owned by a nominee. We are 
advised by the liquidators in London and Luxembourg that the doc- 
uments which support this allegation are not determinative, to 
their knowledge. 

The original shares are not in their possession. There are those 
people who have been said to be nominees whose position on 
whether borrowed any money, signed any notes, or signed any 
stock powers is unclear. 

So, this is a very tangled kind of actual situation. 

Mr. LaRocco. Can you suggest to the committee what should be 
done to either legislate or to enact into law means by which we can 
get our hands on that knowledge in the future; in other words, how 
do we prevent this from happening in the future, and by what 
means can we transfer information around the world that would be 
meaningful to us in this country? 

I agree that we should not stop foreign investors from purchas- 
ing and transacting business in this country. It is just when they 
try and do it without our knowledge, without your knowledge. 

Mr. Mathias. I think you have touched on an important subject 
for the future, because if we are going to have free flow of capital 
and trade around the world, there has to be commensurate respon- 
sibilities and means of enforcing regulations. 

I would hope that the committee would look into international 
regulatory authorities that could follow these transactions from 
one country to another, so that you wouldn’t have to stop at the 
border of the United States or any other country, but you could 
have competent international supervision. 

It seems to me that that is going to be the necessary concomitant 
to this global economy which we have seen developing in our gen- 
eration. 

Mr. LaRocco. Do you have any specifics that would help us? 

Mr. Mathias. What is happening in Europe offers at least an op- 
portunity to get started as the European Community develops, gets 
into high gear next year in 1992, it will be possible to have a great- 
ly expanded relationship with the European Community which will 
touch all the member nations of the Community, so that will in 
itself advance the control of transactions of this sort. 

That pattern then needs to be expanded into other areas geo- 
graphically. 

Mr. LaRocco. I appreciate that. I am looking at a memo dated 
October 8, 1987 from Mr. Montano. It suggests there was an inter- 
national coordinating committee within the bank, which I think 
somebody had mentioned, and that it was normal for banks to be 
pursuing business with Embassies and so forth. 

In retrospect, was that committee so aggressive that it led to ties 
with various parties that led to this ownership? In retrospect, it 
seems like a very aggressive committee. 

Mr. Mathias. I don’t think that had anything directly to do with 
the ownership issue. 

Mr. LaRocco. Who did Mr. Barrett work for within the bank? 
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Mr. Mathias. Which committee? 

Mr. LaRocco. The International Coordinating Committee, it 
seems like a committee within the bank that pursues marketing 
with the international community. 

Mr. Mathias. Could you identify that? 

Mr. Beddow. I am not sure I am familiar with the document you 
are talking about or the committee you are talking about. If you 
could provide us more information 

Mr. LaRocco. It is the International Coordinating Committee of 
your bank, sir. Present were Messrs. Elly, Montano, Cangelosi, Bar- 
rett, Lord, Shawish, McDonald, von Berg, McKenzie, Cater, Valdes. 
Minutes of the International Coordinating Committee — it looks like 
it is associated with the bank. 

This is not a hostile question. Somebody made the statement that 
you were pursuing, like every other bank in Washington, DC, inter- 
national business. Within this memo is mentioned BCCI and 
others. 

In retrospect, after you have looked over the last 4 years, did 
over-aggressiveness in this committee lead to these entanglements? 

Mr. Beddow. I don’t think we have any entanglements with 
BCCI that are a problem for us at First American Bankshares or at 
a lower level. Any entanglements are at the CCAH level and with 
the stockholders. This committee was a group within the company 
to discuss what sort of international business might be available 
for them, but I don’t think it led to any improper or overly-aggres- 
sive connections with BCCI. 

Mr. LaRocco. How will you know in the future when a person 
shows up with money and asks to buy stock, whether that person is 
a nominee or whether he is a bona fide investor at your bank, after 
all this has happened? 

Mr. Beddow. Well, that would be a matter at CCAH. CCAH has 
a list of shareholders. If it were going to issue stock, it would have 
to find out who it was dealing with. Ordinarily, I think CCAH, be- 
cause of preemptive rights, where they have issued new stock, have 
simply offered stock rights to, subscription rights to their existing 
shareholder base. 

We weren’t involved in that. CCAH handled that, and they did 
have a number of stock issues over the years, but I think they were 
all back to their regular shareholders, and if a regular shareholder 
wanted to assign his rights to someone else, he could do it. 

The Chairman. Without objection, I am going to ask the gentle- 
man be given an additional minute, because I am astounded. In- 
credible. I am kind of scared now. You guys are in charge of the 
bank. Mr. LaRocco is reading from a memorandum of the minutes 
of the International Coordinating Committee meeting September 
29, 1987, that indicates that the people present were: Mr. Elley 
from the First American Bank of New York, who is also a BCCI 
employee; Mr. Cangelosi who is also from New York; Mr. Barrett, 
Mr. Cater from NBG; Mr. Valdes from NBG International and 
luncheon guests, Mr. Stevens from First American International. 
That is Florida. And Mr. Duncan from New York. 

You mean you all weren’t aware of this committee? These are 
employees? 
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Mr. Adams. We are familiar with that committee. There were 
other committees and other testimony that came up, and it was 
just unclear what you were referring to. And that committee was 
an attempt that was, really initiated by Mr. Altman to utilize the 
capabilities that had been developed in our New York bank in 
other areas of the banking system. 

And those capabilities really had to do with being able to offer 
trade letters of credit to small- and medium-sized companies, and 
also access to chips and swift money transferring services, a capa- 
bility that these other banks did not enjoy which New York had. 

So, an effort was made to get the appropriate officers together to 
see if there was more that could be done primarily with the capa- 
bilities that existed within our New York bank. 

So, that was the purpose of the committee, and they attempted to 
develop plans to expand that. 

The Chairman. Your reaction here, and I notice nobody volun- 
teered otherwise, was that it was unknown. Thank you very much. 
I think the time is up. 

Mr. Armey. 

Mr. Armey. Thank you, Mr. Chairman. 

Mr. Scoffone, I am going to ask staff to give you a couple of 
memos that I want to ask you about. 

In May 1986, you were considering, your bank was considering 
the acquisition of the First National Bank of Georgia, which was 
owned at that time by Mr. Pharaon. 

Would somebody from staff please give these memos to Mr. Scof- 
fone. 

I have a memo dated May 8 — I am trying to drive at the question 
of the extent to which people in BCCI were conducting the affairs 
or encouraging or abetting or running the affairs of First American 
Bank. 

I have a memo from Robert Altman to a Mr. Swaleh Naqvi. 

Do you now Swaleh Naqvi? 

Mr. Scoffone. I have never met the individual. No. 

Mr. Armey. Do you know who he is? 

Mr. Scoffone. Yes. 

Mr. Armey. He is apparently with Bank of Credit and Commerce 
International. That is the address on the letter. 

Mr. Altman explains to Mr. Naqvi that in discussions with Dr. 
Pharaon, it would be advantageous to Dr. Pharaon that the pur- 
chase be made by your bank rather than NCNB. 

Another point he makes is that you haven’t made an analysis of 
the proposition that it is attached, and he makes certain recom- 
mendations and then at the end of the letter, it says “If you have 
any questions, please call me. I trust you will forward this informa- 
tion to Mr. Abedi.” 

Who is Mr. Abedi? 

Mr. Scoffone. Mr. Abedi was the president or the founder of 
Bank of Credit and Commerce International, to my understanding. 

I have never met the individual. 

Mr. Armey. Obviously then Mr. Altman is looking into the prop- 
osition of acquiring the Georgia Bank at the behest of Mr. Naqvi 
and Mr. Abedi. 

Could one draw any other conclusion regarding this? 
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Mr. Scoffone. This is the first time I have seen Mr. Altman’s 
letter to Mr. Naqvi. 

The only thing I can say is that BCCI was the financial advisors 
to the ihvestors. 

It appears to me that he was just transmitting my analysis of the 
acquisition. 

Mr. Armey. You have also a copy of your analysis. 

I am sure you have seen this before. 

First of all, this doesn’t strike me as a very smart acquisition 
since there are obviously legal obstacles and hurdles to be over- 
come if the bank is to acquire the Georgia Bank and there certain- 
ly would be other alternative acquisitions if that were the case. 

One of the things that strikes me here is you recommend in your 
memo that the bank pay $211 million to First Georgia for National 
Bank of Georgia, and that the — that would be considerably higher 
than the median price of other offers, which was around $152 mil- 
lion. 

NCNB had offered some amount considerably less than that, and 
it was not very attractive to Mr. Pharaon because they wanted to 
do what was called a stock swap. 

He apparently needed cash rather desperately. 

Then you say, “We could offer $211 million, a price considerably 
higher than what anybody else is willing to offer, and then you ex- 
amine alternative ways in which the transaction might be struc- 
tured,” and on the second page of your memo, you say, “I do not 
believe that setting up a shell bank holding company is the appro- 
priate way to proceed.” 

That would seem, I would think, somewhat obvious to just about 
anybody. 

Was it a fairly common practice with banks with which your 
bank was affiliated to use shell bank holding companies? 

Mr. Scoffone. That is correct; it was. 

Mr. Armey. This is a common practice in banking? 

Mr. Scoffone. It was a common practice with financial General 
and it was the way we were structured when I joined the company 
back in 1966. 

Mr. Armey. You say that you could come up with $160 million in 
cash and then perhaps use some CCAH stock. 

I see that mentioned here. 

Then you say $60 million from a third-party lender known to the 
investors such as BCCI or BAIL 

So you are working out a work sheet where you are giving Mr. 
Pharaon a very attractive price primarily financed with cash. 

That, in turn, acquired through loans from BCCI, sending this 
memo to Mr. Altman, who sends the memo back to an officer at 
BCCI and specifically requests or expresses his trust that Mr. 
Abedi would get this information. 

Doesn’t that look to you like a clear indication that BCCI is di- 
recting the decision of your bank to buy the Georgia National Bank 
under very favorable conditions to Mr. Pharaon? 

Did, in fact, Mr. Altman tell you that we are interested in pursu- 
ing this particular transaction irrespective of all other things we 
might pursue, irrespective of the legal obstacles in pursuing this 
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transaction in order to bail out Mr. Pharaon from his current fi- 
nancial troubles? 

Did Mr. Altman give you this instruction when he asked you to 
work this up? 

Mr. Scoffone. He did not. 

Mr. Armey. Did Mr. Altman tell you that Mr. Abedi was particu- 
larly interested in this transaction? 

Mr. Scoffone. He did not. 

Mr. Armey. You had no knowledge of the relationship between 
BCCI and Mr. Pharaon? 

Mr. Scoffone. Now we are at that time. 

Mr. Armey. At that time. 

Mr. Scoffone. I did not know of Mr. Pharaon’s involvement to 
the extent he was with BCCI. 

Mr. Wylie. Would the gentleman yield? 

On phase two of this National Bank of Georgia acquisition alter- 
native which you prepared, it says, best effort is made to persuade 
Federal Reserve or change Georgia law to allow CCAH to acquire 
NBG; estimated time to succeed, 1 year. That is rather specific in- 
formation to suggest that you didn’t know that BCCI was interest- 
ed in the National Bank of Georgia. 

Mr. Scoffone. I don’t understand the question. 

Mr. Wylie. Where does the 1 year come from? What is the sig- 
nificance of the 1 year? 

Mr. Scoffone. That was just my estimate of the time that it 
would take to change Georgia law to allow First American Bank- 
shares to acquire the National Bank of Georgia, which I spelled out 
earlier in the memo, that under the Southeast Compact we 
couldn’t acquire this particular investment the way the Compact 
was structured, and it was my understanding that one of the ways 
to change it was to get Georgia law changed. And I estimated it 
would take about a year to do that. 

Mr. Wylie. A year to change the Georgia law in order to accom- 
modate this acquisition? 

Mr. Scoffone. Yes, sir. 

Mr. Wylie. That would allow for a considerable bit of lobbying 
by the Georgia State Legislature 

Mr. Scoffone. I am not a lawyer. That was an outside limit on 
my part to give him some idea of how long the transaction could 
take. It was based upon my judgment of how long things normally 
take. 

Mr. Armey. Reclaiming my time, did you tell Mr. Altman that 
this was not a good transaction for this bank to undertake? 

Mr. Scoffone. I did not. 

Mr. Armey. Did you tell Mr. Altman it was not a good idea to 
park several million dollars in CDs in the bank in the Cayman Is- 
lands owned by BCCI, that was in trouble both with respect to sta- 
bility of the bank and with respect to its legal problems? 

Mr. Scoffone. I am not sure I understand the question. 

Mr. Armey. You know, the transaction where your bank pur- 
chased several million dollars’ worth of CDs from a bank in the 
Cayman Islands. You remember that, $74 million in CDs 

Mr. Scoffone. Are you referring 
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Mr. Armey. Would you consider that a prudent thing, for your 
bank to buy $74 million of CDs in a Cayman Islands bank? 

Mr. Scoffone. First of all, I believe First American Bankshares 
did take out a $45 million CD with BCCI in the Caymans in 1986, 
and it seems to me — at that time, I am not aware of any problems 
involved with BCCI — and, no, I did not tell Mr. Altman that it was 
a bad investment. 

Mr. Armey. Can I take it that you found Mr. Altman, a man who 
had previously no experience in banking, to be so astute as a 
banker that he did not require advice from you when he entered 
into transactions that I think would be patently risky to anybody, 
whether they are in the banking industry or not? Was he that 
astute a person? 

Mr. Scoffone. I believe the way the transaction happened, First 
American Bankshares received $45 million cash capital from our 
investors, and Mr. Altman instructed me to deposit that money 
with BCCI Cayman, since First American Bankshares at that time 
had no need of the funds. 

Mr. Armey. How much money did you say? 

Mr. Scoffone. $45 million. 

Mr. Armey. What about the $74 million? 

Mr. Scoffone. The $45 million was at the Bankshares level, and 
the $29 million was at the CCAH level, which was not familiar or 
involved in that transaction. 

The reason we did the investment was to receive a higher rate of 
interest than we would normally receive in the domestic banking 
situation. 

Mr. Armey. In your opinion as a banker, was the rate of interest 
high enough to compensate for the risk, since this bank was obvi- 
ously in trouble and you had no insurance against that risk? 

Mr. Scoffone. It wouldn’t have made any difference where we 
deposited the money. The money would have only been insured up 
to $100,000, so $44.9 million would have been at risk, regardless. 
Yes, we received approximately 100 basis points higher rate of 
return. 

At the time, BCCI was not in trouble, to my knowledge; I didn’t 
see any problem with the transaction. Mr. Altman requested I do 
that, and I followed his instructions. 

Mr. Armey. Thank you, Mr. Chairman. 

The Chairman. Mr. Moran. 

Mr. Moran. Thank you, Mr. Chairman. I am going to follow up 
on Mr. Armey’s line of questioning. 

I started out this hearing with a statement to make it clear that 
the banks in Virginia, Maryland, and DC are not involved in any 
illegal activity; and that appears to be the case, those banks under 
First Metro Holdings. But when you look through the material 
that the staff has acquired through subpoena, you can’t help but be 
shocked at the information here. 

Let’s talk first of all about National Bank of Georgia. I think, as 
most of us are aware, at the beginning of the story, Bert Lance was 
in some financial trouble, and it was Mr. Abedi who came to him 
and arranged for purchase of NBG stock from Mr. Lance by Mr. 
Ghaith Pharaon for twice what it was worth on the market at that 
time. 



38 


Pharaon paid about $20 a share, when it was worth about $10. Is 
that roughly 

Mr. Scoppone. I have no knowledge of that transaction. 

Mr. Moran. You don’t have knowledge of a lot of specific things, 
but there are things that seem to get you involved, whether it is 
only as a numbers cruncher, or perhaps deeper. 

Anyway, then we have a recommendation here from — as to the 
purchase of National Bank of Georgia for either $160 million in 
stock plus another $60 million that would come from a third-party 
lender known to the investors, such as BCCI or BAII; and now we 
are talking about $211 million at a time when this bank has a neg- 
ative cash-flow of $100,000 in 1986. 

That is correct, is it not? 

Mr. Scoffone. I am sorry — which bank? 

Mr. Moran. National Bank of Georgia. 

I am looking at the numbers that I suspect you may have sup- 
plied. It begins with 1986 figures, that there was a net cash-flow of 
minus $100,000 with National Bank of Georgia at the time it is 
being recommended that it be purchased for $211 million. I under- 
stand it was eventually purchased for $220 million. 

This boggles the mind, why this much money is being transacted 
for a bank that — it certainly wasn’t worth more than the $10 a 
share it was trading for when Mr. Pharaon paid twice that 
amount; and here we are, inflating it again. 

What bothers me more than that is this statement that “Best 
effort is made to persuade Federal Reserve or change Georgia law 
to allow CCAH to acquire NBG.” How much was spent on that lob- 
bying to change Georgia law, in other words, to influence the Geor- 
gia Legislature? 

Mr. Scoffone. To my knowledge, First American did not spend 
any money. I don’t know what the National Bank of Georgia spent 
to — I don’t have that information. 

Mr. Moran. Mr. Chairman, does the staff have information with 
regard to how much was allegedly spent to influence the Georgia 
Legislature during that 1-year period of time? 

The Chairman. Let me say prefatorily, the Federal Reserve 
Board is conducting an investigation of violations in the efforts 
made to change the law in Georgia. However, the best estimate we 
have had from the documents the staff has furnished is about $1.5 
million. 

Mr. Moran. $1.5 million in 1 year to change Georgia law. That is 
an awful lot of receptions. 

Does anybody on this board who — my problem is that while First 
American Bankshares is responsible for First Metro Holdings, 
which is my parochial concern, you also own National Bank of 
Georgia and First American Bank in New York, and those seem to 
be the two banks where there are some major problems. 

Now, does anybody on the board — Mr. Beddow, let me ask you, 
are you familiar with any lobbying efforts or memos that you were 
aware of with regard to influencing the Georgia Legislature? You 
may know there is an allegation that the word “influencing’’ was 
actually to buy the Georgia Legislature. 

Are you familiar with any efforts to finance that? 
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Mr. Beddow. I was not familiar with any of those efforts at that 
time. That was before we acquired National Bank of Georgia, and 
whatever was done was done by somebody in Georgia or Ghaith 
Pharaon. 

I have seen information since that time, but I didn’t know any- 
thing about it at the time. 

Mr. Moran. What information have you seen since that time, 
Mr. Beddow? 

Mr. Beddow. I don’t recall right now, but I have seen references 
to lobbying efforts that were carried on in Georgia before we ac- 
quired it back. We had no connection with that. 

Mr. Moran. Somebody is pulling a lot of shenanigans behind the 
scenes perhaps. But these memos back and forth indicate that 
there was a very clear relationship between BCCI’s financing and 
their intent on taking over these banks, and using the vehicle of 
First American Bankshares and CCAH and CCAI. 

Mr. Scoffone, could you tell us whether you believed that BCCI — 
in your knowledge to date, BCCI was deliberately attempting to ac- 
quire control of the banks directly controlled by First American 
Bankshares? 

Mr. Scoffone. I have seen the Federal allegations. I was never 
involved in anything with BCCI or any — was ever controlled or 
given directions from anybody from BCCI to my knowledge First 
American was not controlled by BCCI. 

Mr. Moran. There is a memo here, April 8, 1985. Are any of you 
gentlemen familiar with a memo from a Mr. Shawish, First Ameri- 
can Bank of North America to Mr. Altman, president, First Ameri- 
can Bankshares? April 8, 1985. Nobody is familiar with that? 

Mr. Beddow. I don’t recall it offhand. 

Mr. Moran. It says upon your suggestion, I visited Bank of 
Credit and Commerce International in Miami. The purpose of this 
visit was to exchange ideas and find ways in which First American 
and BCCI can work more closely together in areas that can be ben- 
eficial to both. 

They go through a number of areas in which they would be close- 
ly tied and then it says on page 2, BCCI expressed their interest in 
referring business to us and thus we reciprocated. If an American 
company or contractor doing business in foreign countries is in 
need to borrow or post a bond, we can lend in the United States 
and have BCCI issue the guaranty through their office in a foreign 
country. 

First American Bank of New York is currently opening corre- 
spondence relationships and exchanging test keys with many banks 
throughout the world. Since we are just starting, we do not know 
the volume of business we are going to have in these countries; and 
if First American Bank of New York opens accounts and ex- 
changed test keys with the regional offices of BCCI, we will be able 
to service most of the world through probably three accounts, 
Miami, London, and Hong Kong and obviously it would be less ex- 
pensive to the bank. 

As we expand our international business, we can selectively open 
new accounts with other banks— and then it talks about the Com- 
modity Credit Corp. 
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Mr. Chairman, you remember this Commodity Credit Corp., this 
was how BNL [Banco Nationale del Lavoro] got into trouble. They 
were using Commodity Credit Corp. and this memo explains exact- 
ly what BNL did to obtain subsidized loans with the help of the 
American taxpayers to be able to obtain OCC guaranties on 98 per- 
cent of the principal and 88 percent of the interest for a maximum 
period of 36 months. 

Clearly BCCI had in mind using First American to pursue much 
of the same kind of activity we are finding with BNL and then 
when you list the number of foreign actions, particularly in arms 
sales, you find that this is almost — at least on the surface it may be 
a parallel situation. 

Who prepared this acquisition alternative, Mr. Scoffone? Are all 
the numbers here? Have you got projections as to the purchase of 
National Bank of Georgia and the analyses of their fair value? 

Mr. Scoffone. That is my work. 

Mr. Moran. That is the work that was attached to the letter 
from Mr. Altman to Mr. Naqvi of BCCI in May 1986, that Mr. 
Armey was referring to that involves the purchase of National 
Bank of Georgia, and of course relates the ways in which it might 
be done. Your memo to Mr. Altman on May 7, 1986, it is your 
words, right, that $160 million would come from two sources, $100 
million from investors owned capital and $60 million from a third- 
party lender known to investors such as BCCI? 

Mr. Scoffone. That is correct. 

Mr. Moran. You wrote that memo? 

Mr. Scoffone. That is correct. 

Mr. Moran. What happened after you wrote that memo. Was 
that advice followed? 

Mr. Scoffone. No, it was not. The transaction, as it finally was 
consummated, the shareholders contributed $190 million in August 
1987 and we acquired the National Bank of Georgia for $227 mil- 
lion. 

Mr. Moran. $227 million for a bank that had $100,000 negative 
cash-flow? 

Mr. Scoffone. I am not quite sure where you are reading from. 

Mr. Moran. It is the chart that is attached to your memo. I used 
to be an accountant in another life. 

Mr. Scoffone. That is the cash-flow resulting from our invest- 
ment in the National Bank of Georgia. We would receive dividends, 
so tax benefits and if we had to service any debt, we would have a 
negative cash-flow of $100,000, that is correct. 

But the Georgia bank was earning money, millions of dollars 
worth of earnings in that period of time. This memo is a series — 
there is a second memo dated October 1985 which talks in more 
depth about the National Bank of Georgia and why we should ac- 
quire the National Bank of Georgia. This is a single memo. 

Mr. Moran. Why did you recommend that BCCI might come up 
with an additional $60 million in case? What gave rise to that rec- 
ommendation? 

Mr. Scoffone. The way the deal was to be structured, we were to 
get capital of $100 million and then some entity, possibly our 
shareholders would borrow $60 million to finance acquisition of the 
National Bank of Georgia. I simply recommended that since the 
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shareholders were known to BCCI, it was their financial advisor 
and that we had had some relationship with a bank in Paris called 
A Biai. 

It seemed normal for me to make that recommendation. 

Mr. Moran. Essentially BCCI would be acquiring control of Na- 
tional Bank of Georgia? 

Mr. Scoffone. No, I believe you are incorrect about that. My 
memo says that the money would be lent to the investors who 
would be buying the bank. 

Mr. Moran. Well, yes, but if— was the bank going to be used as 
collateral for the purchase? 

Mr. Scoffone. I can’t say that the bank would be used as collat- 
eral, no. It would be an unsecured loan. 

Mr. Moran. An unsecured loan of $60 million just to enable 
others to acquire control of National Bank of Georgia. 

Mr. Scoffone. I don’t want to debate that issue with you. You 
keep saying that I am saying that BCCI would acquire control and 
I am not saying that at all. I think you should look through the 
memo. 

Mr. Moran. I am trying to understand what went on, because 
you were the treasurer, you are the numbers cruncher, you did the 
analysis and made the recommendations. There is something miss- 
ing. The prices paid for things are not worth what they get on their 
surface, so there must be some other rationale, some other motiva- 
tion. 

Pharaon’s purchase of the National Bank of Georgia for twice 
what anyone else was willing to purchase it for — that doesn’t make 
sense. The reason we ask is because there is something missing. 

That, of course, is what these hearings are all about, why BCCI is 
so actively involved in the purchase, and how they took advantage 
of the fact that they were responsible for enabling the purchasers 
of National Bank of Georgia, for example, to ostensibly own it. 

If you are making these recommendations, I can’t understand 
why you are suggesting that you pay $220 million — you say it was 
actually purchased for more than that — when the numbers don’t 
seem to justify it, and yet you are the financial analyst. They are 
going on your recommendation. 

Mr. Scoffone. If you will refer back to my October 1985 memo, 
in that memo it discusses the average price paid for banks in the 
Georgia region was 2.24 times book, and that is why I recommend- 
ed that we pay 2.25 times book. 

Mr. Moran. But it was dependent, really, upon Georgia law 
being changed and you were assuming it would be changed in a 
year. So you are banking on a value attached to the bank that as- 
sumes that you are going to be able to change the law. 

I guess if you put a $1.5 million into changing the minds of legis- 
lators, if you knew there was commitment to do so, maybe you can 
make that assumption, but normally you wouldn’t assume that a 
law is going to be changed that quickly for the benefit of the pur- 
chaser and build in the higher price based upon the assumption 
that the Georgia law was changed. 

Can you understand my perplexity? Can you grant us that? 

Mr. Scoffone. I do not. 
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Mr. Moran. You can’t. Of course not. I have used my time, Mr. 
Chairman. Perhaps Mr. Slattery will follow up on this line of ques- 
tioning. 

The Chairman. We have Mr. Roth waiting anxiously and we 
don’t want to hold him up because his turn is due. I was just turn- 
ing over in my mind why Pharaon would get involved — maybe he 
was trying to restore the Georgia peach industry. 

Mr. Moran. As we know, Pharaon was the guy that Mr. Abedi 
came up with after meeting with Mr. Lance and understanding 
that Mr. Lance had some trouble, Pharaon was a convenient 
middle man apparently. 

The Chairman. We are going to invite them. Mr. Pharaon is 
probably laughing up his sleeve all the way to the Middle East cen- 
tral banks. He got all his money out from loans here and he is 
aboard a yacht off Argentina enjoying life. We are going to invite 
him if we can locate him. We are going to invite Mr. Lance. We 
have a long way to go. 

Mr. Roth. 

Mr. Roth. I have three short questions of our distinguished panel 
here. I would like to follow up on one question, however, to Mr. 
Moran’s questions to Mr. Scoffone. 

My understanding is that First American purchased National 
Bank of Georgia for $220 million. The Federal Reserve investiga- 
tors indicated that First American made this commitment without 
any due diligence on the Georgia bank. 

Isn’t this unusual to make a $220 million investment without 
due diligence? Do you feel that you fulfilled your fiduciary duties? 

Mr. Scoffone. There was due diligence performed on the bank 
during the 1987 timeframe before we acquired the bank. 

Mr. Beddow. Can I comment on that? 

Mr. Roth. Yes. The reason I am interested is the Federal Re- 
serve investigators said that there wasn’t any due diligence exer- 
cised here. 

Mr. Beddow. CCAH entered into an option agreement with 
Ghaith Pharaon to buy that bank. That was not a decision made by 
First American Bankshares board. CCAH entered into an option 
agreement, paid $80 million for the option and had the right at a 
later date to exercise the option on which $80 million would be 
credited on the purchase price or deny the option, not honor it, and 
the $80 million refunded to them. 

I don’t believe any due diligence was done prior to that option 
having been entered into. While the option was in effect, the com- 
pany did do a great deal of due diligence. The then President of the 
bank, of the First American Bankshares, was sent down to Georgia 
and spent a great deal of time down there personally. He brought 
all sorts of teams down from the company to look at the Georgia 
bank. 

Mr. Roth. To look at these credit files, you mean? 

Mr. Beddow. Auditors, at the credit files, processing people, all 
sorts of people down to inspect the bank and those things were 
done before the option was eventually exercised. 

Mr. Roth. Our records don’t reflect that, so maybe you could 
give us information and that would be helpful, too. 

Mr. Beddow. We can supply some records on that. 
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[The information referred to can be found in the appendix.] 

Mr. Roth. All five of you are very sophisticated and very knowl- 
edgeable people and I am sure it would be hard to pull the wool 
over your eyes. When and how did you find out that First Ameri- 
can was owned by BCCI? Did your secretary come in and say, hey, 
I read something in the paper? 

Mr. Mathias. Let me go back — I am afraid it will be repetitious 
of some things I have already said — First American is owned by — 
First American Bankshares is owned by First American Corp. 100 
percent, which in turn is owned by CCAI which is in turn owned by 
CCAH. The question is who owns CCAH. We know that 28 percent 
of CCAH is owned by Abu Dhabi interests. That seems to be undis- 
puted. 

Beyond that, there are a list of registered stockholders, some of 
whom are alleged to have made loans from BCCI, subsequently de- 
faulted on those loans, or perhaps the loans were fictitious in the 
first place, that is the possibility, but that is not generally admitted 
to be a fact. 

In fact, it is in dispute under some circumstances. And all of this, 
of course, came to light in the relatively recent past. 

Mr. Roth. But Senator, to be more specific, we know now that 
First American is owned by BCCI. You didn’t know this when you 
first came on the board? 

Mr. Mathias. We know that — you know that BCCI is claimed to 
have had a stock interest in CCAH. That is what we know. We 
don’t know how much it is. 

The Federal Reserve believes that it is more than 25 percent of 
the CCAH stock. But until all of these actual questions are re- 
solved, it is pretty hard to say what BCCI owned, whether they 
owned 25 percent, or more, or less. I appreciate the fact that you 
asked the question, because it is really central to understanding 
what the difficulty is here. 

Somebody some day is going to have to determine this, but it is 
going to require facts and figures and information that has not 
been made available. 

As I testified earlier, the liquidators, the people put in charge of 
BCCI by the courts in London and in Luxembourg have never seen 
the shares of CCAH stock; at least that is what they tell us. 

So where are those shares? Who does have them? 

Who does, in fact, own them? Those are legal questions that are 
yet to be resolved. And if you want to know who owns First Ameri- 
can, it is First American Corp., and then on up the chain of hold- 
ing companies. 

But when you get to the end of that chain, you are really jump- 
ing off into a very murky situation. 

Mr. Roth. Well, you know, Senator Mathias, I have respected 
you for a long time; I have worked with you when you were in the 
Senate. I really didn’t get my question answered. 

There is a big fog there, a big smokescreen in saying, hey, we 
don’t know what the facts are. 

Mr. Mathias. Right. That is the situation. We have endeavored 
to find out exactly what it is. 

Mr. Wylie. Will the gentleman yield on that point? 

Mr. Roth. Well, I will yield, yes. 
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Mr. Wylie. That is the point I was attempting to make a little 
earlier in a little different way. We get up here at the top with 
Creditor and Commerce American Holdings, and then everything 
goes off into space. 

There is a fog there, and I have a feeling that the other box at 
the top ought to be BCCI. I think that is the point the gentlemen is 
making. 

Mr. Mathias. And that is the way it may turn out. I can’t guar- 
antee you one way or another. 

You asked us a question of what do we know. We know that 
these allegations have been made. We know that 

Mr. Roth. But Senator, I mean really, when we are talking about 
buying the bank in Georgia, there are millions of dollars changing 
hands, going to BCCI. BCCI is looking at resumes, and so on. 

You are very sophisticated people. Didn’t you at one time turn to 
Mr. Beddow and say, something is going on here, we’ve got the 
check into this. 

Mr. Mathias. Well, since you asked me, I can tell you that this 
happened before I became a member of the board, both the Georgia 
acquisition and the New York acquisition. So I had no personal 
knowledge of how those acquisitions occurred or what reason they 
occurred. 

Mr. Roth. Maybe I should ask Mr. Beddow. 

Didn’t you at one time turn to these other members and say, 
there has got to be something wrong here. I mean business just 
isn’t run this way. 

Mr. Beddow. If you are speaking of the National Bank of Geor- 
gia purchase, Mr. Roth 

Mr. Roth. If that were the only one, I might say “well, maybe,’’ 
but there are so many of these other things. 

Mr. Beddow. Well, let me speak to that acquisition. That acquisi- 
tion was negotiated at a higher level than Bankshares. 

CCAH entered into the option agreement to buy, and the $80 
million for the option agreement paid at that level. That was not a 
Bankshares decision. 

CCAH then gave that option, or the $80 million prepaid to Bank- 
shares. 

We were led to believe that the stockholders wanted to acquire 
that bank for strategic reasons. They gave Bankshares all of the 
money it took to acquire it, and so we acquired it. 

Mr. Roth. Thank you. 

I see my time is up; I will just make this observation, Mr. Chair- 
man. 

It seems to me from what the board is telling me, if I understand 
this correctly, that but they don't know who owns this bank. 

When you say “I don’t know BCCI,” I am not clear on what your 
answer means. 

The Chairman. Well, I think the gentleman, seriously speaking, 
has every reason to be asking the questions and to feel quite dissat- 
isfied; it is still unresponsive. You know, when I grew up, one of 
my pals was the grandson of a family that had come from Georgia, 
and we called his grandfather Grandpa Hade, and he had a saying. 
He said, “well, if you want to avoid suspicion, don’t stoop in the 
middle of the watermelon patch to tie your shoe strings.” 
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So you know, you can’t avoid suspicion, gentlemen, but you 
know, these are the questions. 

And I don’t think the intent is to try to impeach you gentlemen, 
but to have us the knowledge and information as to how operations 
have come about, based on a system of a board of directors of finan- 
cial institutions. And we get the contradictory answers; we have 
the dictation showing clearly some of the transactions. 

But anyway, I shouldn’t interrupt, because we ought to continue. 

I recognize Mr. Slattery. 

Mr. Slattery. Thank you, Mr. Chairman. 

Mr. Scoffone, in the 1986 memo that has been referred to earlier 
by the gentlemen from Texas, and also the gentleman from Virgin- 
ia, you indicated, and I quote, “That in summary, this transaction 
would be highly beneficial to the present owner of NBG, Mr. Phar- 
aon. The bank would be sold at a significant premium over both 
national and local median prices.” That is a quote in your memo. 

Is that correct? 

Mr. Scoffone. That is correct. 

Mr. Slattery. Were you aware that Mr. Pharaon was in serious 
financial trouble at the time of the First American purchase of 
NBG? 

Mr. Scoffone. I seem to recall reading in the press that, yes, he 
was in financial trouble. 

Mr. Slattery. So you were aware? 

Mr. Scoffone. Yes. 

Mr. Slattery. Were you aware that Mr. Pharaon was one of the 
largest shareholders of BCCI at the sale of NBG to First American? 

Mr. Scoffone. No, I was not. 

Mr. Slattery. You were not aware of that? 

Mr. Scoffone. No. 

Mr. Slattery. I find it really hard to understand why First 
American was so anxious to give Mr. Pharaon such a good deal on 
the sale of NBG. Was First American forced to purchase NBG by 
BCCI? 

Mr. Scoffone. No. Not to my knowledge. 

Mr. Slattery. Do you have any knowledge of any attempt by Mr. 
Abedi to encourage either Mr. Clifford or Mr. Altman to acquire 
NBG? 

Mr. Scoffone. I have no knowledge of that, no. 

Mr. Slattery. Did you hear of anything like that? 

Did Mr. Altman ever tell you that Mr. Abedi was interested in 
the National Bank of Georgia? 

Mr. Scoffone. I don’t recall. Mr. Altman and Mr. Clifford would 
travel to London to meet with the shareholders representatives, 
and from time to time they would advise us of that, and I don’t 
recall exactly if that ever came up in a conversation. 

Mr. Slattery. You, Mr. Scoffone, though you were doing the 
numbers here, and I find it interesting that you would be so con- 
cerned about the seller when you were really working for the 
buyer. Can you shed some more light on that? 

Mr. Scoffone. Yes. At the time it was my understanding that 
Gaith Pharaon was getting two bids on the bank, one from us and 
one from NCNB. I don’t have any confirmation of that, but that is 
what I was informed of. 


/ 
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And so what I tried to do was structure a deal to — that would — 
Mr. Pharaon would accept over the NCNB transaction. We were 
very interested in getting into the Atlanta market; it is a market 
similar to the Washington market. 

It is a financial center of the Southeast, and so we were very in- 
terested in getting into that. 

And as a side note, we did own the National Bank of Georgia 
prior, and it was a part of the First American family way back 
when, prior to 1975. 

Mr. Slattery. In trying to make sense out of all this, when we 
realized that Mr. Pharaon, who owned the National Bank of Geor- 
gia, was also a key shareholder in BCCI, who we now know share- 
holders of BCCI were also the same shareholders, at least some of 
them, with the Credit and Commerce American Holding operation. 

So if Mr. Pharaon owned the National Bank of Georgia, then he 
was getting a sweet deal in the sale to First American, which was 
owned by an entity which he also had an interest in, and all this 
makes sense. 

It is sort of like taking money out of one pocket and putting it in 
the other pocket. Isn’t that a pretty accurate description of what 
happened? 

Mr. Scoffone. Yes, in hindsight, but if you didn’t have 

Mr. Slattery. Yes, in hindsight. 

Mr. Scoffone. Access to all the facts that you just related to at 
the time the transaction was consummated, I would have to say no. 

Mr. Slattery. Mr. Scoffone, is it your testimony today that you 
had no knowledge, none, of any attempt by BCCI to encourage 
First American or any one employed by First American to acquire 
National Bank of Georgia; is that your testimony today? 

Mr. Scoffone. I am not quite sure — you used the words encour- 
aged. If Mr. Adham and Mr. Clifford went to London and met with 
Mr. Abedi and Mr. Adham to discuss this transaction, yes, they 
may very well have been encouraged to do the transaction, but I 
am just not aware of any conversation between Mr. Clifford, Mr. 
Adham, and Mr. Abedi and any of the shareholders. 

Mr. Slattery. So you don’t have any knowledge then; is that 
what you are telling me? 

I want to be very specific here. 

Mr. Scoffone. That is right. 

Mr. Slattery. You don’t have any knowledge of any attempt by 
BCCI to influence the acquisition of the National Bank of Georgia? 

Mr. Scoffone. I want to know and say if there was any influence 
it was between Mr. Clifford and Mr. Altman and BCCI and Mr. 
Abedi. I am just not privy to any of those conversations. 

Mr. Slattery. Well, did Mr. Altman come back and say to you 
that Mr. Abedi is interested in these banks, or was there any indi- 
cation that he was from Mr. Altman? 

I know you may not have been in the meetings in London, but 
did you have any knowledge, or did you have any conversations 
with Mr. Clifford or Mr. Altman that would indicate that they 
were being encouraged to acquire the National Bank of Georgia? 

Mr. Scoffone. Yes, I was. 

I was informed that the investors were interested in acquiring 
the National Bank of Georgia. 
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Mr. Slattery. And the investors were who? 

Mr. Scoffone. Were the shareholders of CCAH. 

Mr. Slattery. Which were also the shareholders of BCCI as we 
now know. 

Mr. Scoffone. Yes, as we now know, yes, that is correct. One 
point I do want to make clear is that nobody 

Mr. Slattery. One of the principal key players, of course, in all 
this is Mr. Abedi who is the president and the cofounder, he owns 
and controls in effect BCCI, and he also was the man that you 
knew, Mr. Altman and Mr. Clifford, were reporting to; is that not 
correct? 

Mr. Scoffone. Yes, Mr. Clifford and Mr. Altman would go to 
London to report to the 

Mr. Slattery. Owner of and the cofounder of BCCI? 

Mr. Scoffone. As the financial advisor to our shareholders. That 
was the position that we were told he was in. 

I would like to make one point clear though, that up until early 
1991, 1 was not aware, and I don’t believe any of these other gentle- 
men were aware, of the exact names of the shareholders of CCAH. 

Mr. Slattery. Were there any other banks in the Atlanta area 
that were looked at by First American? 

Mr. Scoffone. Not to my knowledge, no. 

Mr. Slattery. Don’t you think it looks like that Mr. Pharaon 
could have been the connection here as we look back now? 

Mr. Scoffone. Yes, it does look that way, yes. 

Mr. Slattery. The fact that he was involved in both ends of the 
transaction, in effect. 

Mr. Scoffone. As it appears today, yes. 

Mr. Slattery. I have a question for the rest of your, and I would 
start with Mr. Mathias and Mr. Beddow, also. 

Many of us would like to believe, Mr. Clifford and Mr. Altman, 
that I come back to one central point, I suppose, and that is, who 
hired Mr. Clifford, and the answer to that question, according to 
Mr. Clifford’s testimony, was Mr. Abedi, representing unknown 
shareholders, supposedly. 

And then the question is, who could fire Mr. Clifford? 

And we never really got a clear answer about that. 

I am just curious. You men were all members of the board of di- 
rectors. Who could fire Mr. Clifford? 

Mr. Stauffacher. May I insert something there? 

Mr. Slattery. Yes. 

Mr. Stauffacher. There is a significant chronology on what hap- 
pened to Mr. Abedi, and what happened to people that he repre- 
sented, all off-shore people, incidentally. It became our understand- 
ing that they were no longer representing — Clifford and Altman 
were no longer representing the lead investors in Abedi’s undertak- 
ing. Another law firm had assumed that role, and this, I think, has 
to be part of your information. 

Mr. Slattery. Well, here is my concern. I mean I have been on 
the board of directors of a management myself, and 

Mr. Stauffacher. As have I. 

Mr. Slattery. And I am just confounded by this proposition that - 
you folks as members of the board of directors, one, apparently did 
not know who could fire your chairman of the board. 
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Mr. Stauffacher. Well, it was 

Mr. Slattery. You folks could not apparently; is that true? 

Mr. Beddow, help me understand what was going on here. 

Mr. Beddow. Mr. Clifford was elected by the shareholders, and it 
would be my understanding 

Mr. Slattery. You testimony is you don’t know who the share- 
holders were. 

Mr. Beddow. They were elected by shareholders, and it would be 
my understanding that only the shareholders could replace him as 
a director of CCAH. 

Mr. Slattery. But did none of you then inquire as to the 
person — you know, shareholders just are people, ultimately. And 
didn’t you ever wonder who had the authority to fire the man that 
you were reporting to and advising? 

It seems so obvious. I mean I can’t — help me understand this. 

Mr. Scoffone. That question has come up many times over the 
past 9 years. I have personally asked that information, and that in- 
formation has been not given to me. 

Mr. Slattery. Well, who did you ask? 

Mr. Scoffone. I asked Mr. Clifford and Warnke law firm 

Mr. Slattery. You don’t ask the Clifford and Warnke law firm; 
did you ask Mr. Clifford and then Mr. Altman? 

Mr. Scoffone. I probably asked Mr. Altman. I was informed that 
the names of those shareholders were held in confidence; the Fed- 
eral Reserve has that information, and the shareholders do not 
want to have their names released. 

Mr. Slattery. But the Federal Reserve did not have that infor- 
mation. 

Mr. Scoffone. Yes, they did. 

Mr. Slattery. Did they? 

Mr. Scoffone. Yes, they did. 

Mr. Slattery. Did you check then to find out? 

Mr. Scoffone. That information, it is my understanding was 
filed with the Federal Reserve at the time of the acquisition of Fi- 
nancial General. 

Mr. Slattery. Now, I am going to come back to Mr. Beddow, and 
I notice my time is out also, and I want to be sensitive to that. But 
help me understand this more completely. 

I am still confounded. I don’t understand how people of your stat- 
ure would not know for sure who could pull the plug on your chair- 
man of the board. 

Mr. Beddow. Well, I can say the body of stockholders could do it. 
Are you asking me who the body of stockholders were? 

Mr. Slattery. If you wanted to fire the guy that you are report- 
ing to and as directors, you didn’t like what he was doing and you 
wanted to get rid of him, who in the world were you going to call? 
How would you have called? 

Mr. Beddow. The stockholders had the authority. 

Mr. Slattery. But who would you have called? 

Mr. Kanjorski. Will the gentleman yield, Mr. Slattery, just 1 
second? 

Mr. Slattery. I would like to get an answer to this question, if I 
could. 

The Chairman. The time of the gentleman has expired. 
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Mr. Stauffacher. Do you understand that? There was a shift. 
Mr. Abedi was no longer the man who represented the Middle 
Eastern interests. It shifted to another group. Is that clear? 

Mr. Slattery. Well, it is apparently clear. I mean, you are tell- 
ing me that Mr. Abedi apparently at one time, he is the cofounder 
of BCCI, and then at sometime you apparently didn’t know who in 
the world to call. 

Mr. Stauffacher. Abedi got sick, became ill or whatever, and 
the head man of Abu Dhabi became the dominant individual. 

Mr. Slattery. The head — OK. 

Mr. Mathias. Mr. Chairman, the answer to Mr. Slattery’s ques- 
tion, it seems to me, is really what happened, because “the proof of 
the pudding is in the eating.” 

We got to a point where the chairman was obviously not doing 
the job that was necessary for the bank to be done. I went to him, 
and I told him, and that started the process by which he was re- 
moved from the chairmanship. That was done within the board of 
directors. 

Mr. Slattery. Well, Mr. Chairman, I am very sensitive that my 
time has expired and other members may have other questions, but 
elaborate on that, if you would, Senator Mathias, because you went 
to Clifford, you are telling us, and said, “You have trouble.” Now, 
basically he resigned. Is that what happened? 

Mr. Mathias. Yes. 

Mr. Slattery. So even in the process of his resignation, did you 
ever determine who had the authority to fire him? 

Mr. Mathias. Obviously, the directors of the board of Bankshares 
could have removed him as chairman of that board. And that 
would have happened I think if he had not resigned. 

Mr. Slattery. OK. So you folks could have removed him. Is that 
your testimony? 

Mr. Mathias. As chairman of the board. 

Mr. Slattery. You could have removed him as chairman of the 
board. Notwithstanding the agreements that he had with Abedi 
that he couldn’t be fired for 5 years, I believe? 

Mr. Mathias. I was certainly not a party to any such agree- 
ments. 

Mr. Slattery. Which again raises this basic question, that he 
had this sort of no-fire clause contract for 5 years or a period of 
time with Mr. Abedi and those people, and then you know, on the 
board of directors, and apparently you had to honor this no-fire 
agreement that he had. 

I am just curious how all this worked together. 

Mr. Stauffacher. Abedi went out of the picture. 

Mr. Slattery. Then who came into the picture? 

Mr. Stauffacher. Other men other than Abedi. 

The Chairman. Mr. McCandless. 

Mr. McCandless. Mr. Chairman, I apologize for having departed. 
I am trying to head off some subpoenas being issued to another de- 
partment, being issued to another committee, and we were negoti- 
ating with the Justice Department. Hopefully, we have successfully 
concluded. 

The Chairman. It is no bill collectors? 
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Mr. McCandless. No. I am not one of those that bounces checks, 
Mr. Chairman. 

Mr. Adams, you were with Mr. Clifford and Mr. Altman during 
the regulatory proceedings involving the purchase of Financial 
- Bankshares. And, Mr. Beddow, you have also been with the bank 
since the 1970’s. It appears to me that you both recall the details of 
the takeover attempt that occurred 10 years ago. 

Financial General shareholders at that time alleged that BCCI 
was the actual party that was trying to gain control of the bank. I 
am sure that you also knew of the statements made by Mr. Clifford 
that BCCI had no role in the acquisition, and would have no role in 
the future of First American Bank. You were also probably aware 
that the bank regulators felt strongly that BCCI should have no in- 
volvement in your bank. 

Now, I have a couple of questions, if I am accurate in my state- 
ment. Are there any inaccuracies there, Mr. Adams or Mr. 
Beddow? 

Mr. Adams. I should perhaps clarify that my role — I was at the 
First American Bank of Maryland. I was not even on the board of 
First American of Maryland, and my only involvement in that 
process is I did attend a meeting with the Maryland State Bank 
Commissioner with Mr. Clifford and Mr. Altman in which the 
matter was discussed. 

Mr. Beddow. I was at Financial General at that time, and was 
involved in all of those matters. It has been a long time ago. I 
haven’t read the documents, but I have a pretty clear memory of it. 

Mr. McCandless. Well, let me try these on for size and let’s see 
what we can do. 

Why then did your bank establish extensive banking relation- 
ships with BCCI, including vouching for BCCI letters of credit 
when no other bank would? 

Mr. Beddow. We developed a relationship with BCCI because at 
that time they were reputed to be doing well and were doing busi- 
ness with a lot of other banks, doing the same kinds of business 
with a lot of other American banks that we were doing with them. 

Our stockholders, many of them, we understood had an interest 
in BCCI, and in fact they were helping us get some business from 
BCCI. 

Mr. McCandless. Didn’t it kind of seem unusual to you that 
First American Bank of New York was a virtual sister bank to 
BCCI? Didn’t it raise any eyebrows that your New York bank was 
run by former BCCI employees? 

Mr. Beddow. The bank was not run by former BCCI employees. 
As I understand, there were two people out of the office of core at 
the New York bank who had been former employees at BCCI. The 
president and CEO of the bank was not a former BCCI employee. 

Mr. McCandless. My understanding, maybe the record is incor- 
rect that I have been privileged to read, but that there were daily 
contacts between officers of the bank in New York and BCCI in 
London. 

Mr. Beddow. I have no information on that. There were these 
two officers at the bank who had formerly worked for BCCI. 
Whether they made contacts with BCCI in London frequently, I 
have no knowledge. 
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Mr. McCandless. Thank you. 

On another quick matter with the time I have, it is my under- 
standing that as directors of a bank, that you as directors must 
personally pass upon any loan made to someone who is a stockhold- 
er. 

Am I correct in that assessment? Is there any incorrectness? 

Mr. Beddow. Yes, that is certainly correct. We are directors of 
the holding company. Individual banks make loans, and any loan 
to an insider has to be approved by the full board of directors" of 
that bank. And an insider is defined as a person who owns I think 
more them 10 percent of the stock of the company. 

Mr. McCandless. Given that as a base then, wouldn’t it be essen- 
tial if you were to perform your duty correctly, that you knew the 
stockholders and could then pass judgment, because you would 
need to know who is a stockholder and who wasn’t, if you were 
going to perform that loan function audit? 

Mr. Beddow. The bank boards would need to know either that 
the person they were lending money to was a local person and was 
clearly not a stockholder of CCAH, or it would need to know if 
there was some unknown stranger, just really what his relation- 
ship was. 

Our banks by and large have loaned, made loans in their own 
market areas, and made loans to people they know, have known 
for a long time, had no reason to inquire whether somebody living 
in northern Virginia all his life was a stockholder. 

Mr. McCandless. Any of you may wish to comment on this, and 
this would be my concluding question, Mr. Chairman, a lot of spec- 
ulation out there. Senator Mathias took a great deal of time to try 
to show the credibility of the basic bank operation itself, and I re- 
spect him for that assessment, that one of the ways by which the 
organizational process was able to function a little may be out of 
the normal orbit was that there were favorable loans given to cer- 
tain political types for various and sundry reasons who had a con- 
siderable amount of influence on the regulatory and other aspects 
of the governmental oversight. 

As a result of that, some of the things that have developed were 
caused by that lack of direct, on-hand supervision, because of some 
possible political intervention compromise or involvement. 

How would you gentlemen react to that? 

Mr. Mathias. Are you suggesting that there were such loans in 
this situation? 

Mr. McCandless. I am saying there is conversation out there, 
and I am asking you for any comment you might wish to make on 
it. 

Mr. Mathias. Do you have any names or any dates or transac- 
tions in mind? 

Mr. McCandless. I would be happy to try to acquire that infor- 
mation and submit it to you if you would care to answer. 

Mr. Mathias. I am personally not aware of loans that would fall 
in that category, but if you have any information that you could 
give us, we would be glad to take a look at it. 

Mr. Adams. Just to be clear, we have tried to look at that and we 
don’t see anything. And if anybody has anything specifically they 
would like us to address, we would be very pleased to do it. 
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Mr. McCandless. If I am successful in digging up some allega- 
tions that have some names, dates, and so on and so forth, the com- 
mittee could expect a response from you? 

Mr. Mathias. Yes, absolutely. 

Mr. Adams. And our response is that such loans have not been 
made to influence policy, that these allegations are totally un- 
founded, and we would love an opportunity to get to the bottom of 
one of these comments, if we could. 

Mr. McCandless. Thank you very much, gentlemen. My time 
has expired. 

The Chairman. Thank you. 

Mr. Kanjorski. 

Mr. Kanjorski. Thank you very much, Mr. Chairman. 

Mr. Chairman, if I may make an observation. This committee re- 
cently passed the Treasury-recommended banking reform bill 
which takes into consideration financial service holding companies 
and diversified holding companies. 

And after hearing a sophisticated board of directors come here 
and tell us they don’t even know who is involved or owns the finan- 
cial holding company, I think it is the best evidence in the world 
we ought to examine and relate another holding company situation 
up there, that for all intents and purposes, we will never know who 
owns the bank service industries in America if these sophisticated 
gentlemen can’t possibly tell us who owns their bank or who owns 
their holding company. 

Gentlemen, I just make the observation, this would be hilarious 
if it weren't a reality. And your institution and its relationship as 
established so far to BCCI, to my satisfaction, leads me to believe 
that when you still in your testimony, Senator, use the word “al- 
leged,” and when you relate to us that you are not familiar with 
who you could fire or who you could hire, you really shake me to 
my core in terms of just what was structured out there. 

Mr. Mathias. I don’t want to interrupt you, and I don’t want you 
shaken to the core either. Maybe we can stabilize you a little bit. 

The names of the stockholders are known. The committee has 
them. The chairman has them. 

Mr. Kanjorski. But did the bank board have them? 

Mr. Mathias. The Federal Reserve had them. 

Mr. Kanjorski. Did the bank board have them? 

Mr. Mathias. The bank board has them. 

Mr. Kanjorski. You know who your owners are. Are they in fact 
the real stockholders? 

Mr. Mathias. Now, there you have the question which I dis- 
cussed with Mr. Roth. 

Mr. Kanjorski. So that shows the failure of the 

Mr. Mathias. The Federal Reserve says that at least 25 percent 
of those registered stockholders have entered into the loans and de- 
faulted on the loans. Now you are talking about something which 
is a disputed fact, and the courts are full of disputes of fact of this 
sort all over this country, and I am sure all over the world. 

People say that they don’t owe the money that claims are made 
on them to repay. That is the kind of situation you are in. And I 
think you are putting a test on this board of directors which is 
really beyond our capacity to meet, because 
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Mr. Kanjorski. Let me ask you this simple question, Senator. 
When you purchased your stock, if you owned any stock 

Mr. Mathias. I didn’t. Let me make that clear at the outset. 

Mr. Kanjorski. Did any of the other gentlemen here buy any 
stock? 

Mr. Mathias. No current member of this board owned any stock. 

Mr. Kanjorski. OK. Very good. 

Those people that did buy stock, wasn’t the question asked by 
this board, particularly of your chairman and your president, 
where did you get that money and under what conditions? If you 
had asked Mr. Clifford and Mr. Altman where they got the mil- 
lions of dollars to buy that stock, they would have either had to 
commit perjury under oath if you asked them to make an affidavit, 
or you would say we have a problem here, gentlemen. We are 
merging our leadership with a foreign bank. 

Mr. Mathias. And let me tell you that the minute we heard that 
they had both stock, that is exactly what Mr. Stauffacher and I did. 
We went to Mr. Clifford and we said tell us about this transaction. 

Mr. Kanjorski. And did he relate to you that he had a nonre- 
source, multimillion-dollar loan with a foreign bank where he had 
absolutely no liability on that loan, and still had the benefit of that 
money to speculate with the value of your stock, whether it would 
go up or down? 

Mr. Mathias. He told Mr. Stauffacher that he had borrowed the 
money from BCCI. 

Mr. Kanjorski. And was that immediately reported to the Feder- 
al Reserve? 

Mr. Mathias. The Federal Reserve knew it before we did. 

Mr. Kanjorski. OK. 

Now, and is it my understanding that our law allows 

Mr. Mathias. The Federal Reserve didn’t report it to us, I might 
say, which might have been helpful. 

Mr. Kanjorski. Well, I assume that the treasurer reported to 
you. He has a fiduciary relationship to tell you, doesn’t he? Once 
he goes to Mr. Clifford and finds out the transaction, we can 
impute to you everything he knows. He is your officer. 

Mr. Mathias. He didn’t know it. 

Mr. Kanjorski. I thought you said immediately after the trans- 
action of this purchase of stock, the treasurer talked to Mr. Clifford 
to get full disclosure of these loans. 

Mr. Mathias. No. I said I talked to him. 

Mr. Kanjorski. And he disclosed to you at that period of time, 
just when you were starting to come on the board, that he had a 
nonresource loan for multimillions of dollars from a foreign bank- 
ing corporation? 

Mr. Mathias. No. Let’s go back over this again. 

When we were aware of the fact that Mr. Clifford had purchased 
the stock, Mr. Stauffacher and I being the two outside directors of 
the company went immediately to Mr. Clifford to find out what the 
facts were. 

Mr. Clifford told us at that time that he had purchased the stock, 
and that he had financed the purchase by a loan from BCCI. 

Mr. Kanjorski. Did you get the terms of the loan, sir? 
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Mr. Mathias. I don’t think he told us the details of the terms of 
the loan at that time. 

Mr. Kanjorski. Did you know his net worth and wherewithal 
that he had that amount of cash to support a loan, or was in such a 
financial position to support that loan? 

Mr. Mathias. I have no information about Mr. Clifford. 

Mr. Kanjorski. Did you know the amount of the loan? 

Mr. Mathias. Yes, we knew the amount. 

Mr. Kanjorski. And what was that amount, as best you know? 

Mr. Mathias. Well, the original purchase was about $15 million. 

Mr. Kanjorski. All right. 

And did that at all 

Mr. Mathias. There were three purchases as it turns out. 

Mr. Kanjorski. That was the total amount, $15 million. 

Did you instruct anyone, or did you in any way inquire as to 
where he came upon the money and under what conditions or 
terms? 

Mr. Stauffacher. This had all been done and repaid before we 
came on the board. 

Mr. Kanjorski. I understand his purchase was in 1986 and sold 
in 1988. 

Mr. Stauffacher. That is right. I came in on 

Mr. Kanjorski. I understood the Senator to testify that he was 
on the board in 1987. 

Mr. Mathias. That is right. 

Mr. Stauffacher. But the purchase had been made in 1986. 

Mr. Kanjorski. Once you found out about it, though, did you in- 
quire? 

Mr. Mathias. Well, in 1991 is when I found out about it, and I 
immediately inquired. I went immediately to Mr. Clifford and I 
said, “What’s the story?” 

Mr. Kanjorski. OK. 

So you are a member of the board of directors, you got on the 
board in 1987, this bank didn’t have thousands of shareholders, it 
had 20 or 25, aren’t I correct? 

Mr. Mathias. That is right. 

Mr. Kanjorski. And every one of them had strange addresses, 
but two had Washington, DC. So it would have been pretty evident 
to me that we got two Americans here and all other foreigners that 
are owners of the bank and these two Americans happen to be the 
president and the chairman of the board. 

Didn’t anyone at that point looking at that disclosure find out 
under what terms and conditions? 

Mr. Stauffacher. Our auditor was the man who disclosed the 
incident to us. 

Mr. Kanjorski. In 1987? 

Mr. Stauffacher. No, no, no, in 1991. 

Mr. Kanjorski. Where were you between 1991 and 1986, 5 years, 
when the purchase was made? 

Now, gentlemen 

Mr. Stauffacher. I was in a lot of places, but 

Mr. Kanjorski. You have to have reorganization meetings every 
year, don’t you, in your bank? 

Don’t you every year reorganize as a board of directors? 
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Mr. Stauffacher. Yes, we do, and 

Mr. Kanjorski. Isn't it common in doing that that someone certi- 
fies who the shareholders are, and provides the board with a list? 

Mr. Mathias. Yes, exactly. And we have testified several times 
here today we are owned 100 percent by First American Corp. 
[FAC], when they had their organizational meeting, they testify, 
the shareholders then are elected by the CCAI. 

Mr. Kanjorski. So what was disclosed to you you are saying is 
CCAH 

Mr. Mathias. That is right. 

Mr. Kanjorski. A 100 percent. Did you think of asking 

Mr. Mathias. No. We are saying that when the First American 
Bankshares is elected, it is elected by FAC, First American Corp., 
that is as far as it goes. 

Mr. Kanjorski. So you were only looking at First American 
Corp.; after that, you didn’t inquire who owned them? 

Mr. Mathias. At that point, that is correct. 

Mr. Stauffacher. These shares were in CCAH. That is a differ- 
ent — they were not First American Bankshares. 

Mr. Kanjorski. OK. 

So the disclosure to the board in 1986, 1987, 1988, 1989, 1990, and 
1991 to CCH owned these shares, and at that point you felt you had 
no responsibility to find out who owned CCH? 

Mr. Stauffacher. We aren’t directors of CCAH. 

Mr. Kanjorski. Do you have a fiduciary relationship? 

What happened if the Soviet Union owned CCH; do you think we 
would be interested in knowing that? 

Mr. Stauffacher. I don’t know. 

Mr. Kanjorski. You don’t know? 

So going back to my original statement when I opened, when the 
Treasury set us up recommending us as a diversified holding com- 
pany, financial services holding company, and then banks, we are 
in trouble. If we pass that bill in the Congress, we have really cre- 
ated a monster, because Japan can buy us, the Soviet Union can 
buy us, any power in the world 

Mr. Mathias. You are overlooking the fact that all of this is a 
matter of record with the Federal Reserve. 

Mr. Kanjorski. The Federal Reserve doesn’t have a fiduciary re- 
lationship to your shareholders or to anyone, you are the individ- 
ual that does. 

Mr. Mathias. They have a register, which is not 

Mr. Kanjorski. Senator, do you suspect that the Federal Reserve 
sits down every year and looks at the 16,000 banks in this country, 
examines who owns their shares, then knows the holding compa- 
nies and examines who owns their shares, all the way up, every 
year? 

You have been around here too long. Senator, to think that we 
have any bureaucracy that even has the capacity to do that. 

We really, it seems to me, in giving this franchise of deposit in- 
surance to do business in the community of the United States, we 
rely on the responsibility of the board of directors of those institu- 
tions, that they are only going to ask reasonable questions, but 
when they get covered answers by holding companies, they are 
going to examine, in fact, whether or not there is any manipulation 
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or any problem that they are dealing with there that they should 
know about. 

Isn’t that reasonable, or are you telling me 

Mr. Mathias. It is not only reasonable, but that is exactly what 
happened. 

Mr. Kanjorski. But you didn’t check out the holding company. 

Mr. Mathias. I think we did. 

Mr. Kanjorski. For 5 years you didn’t, Senator. The only time 
you checked it out was when the Washington Post told you you had 
a problem. 

To my reading, now maybe I am wrong, and I don’t want to con- 
demn you on it, but no action was taken. 

When did you and Mr. Stauffacher take a walk down to talk to 
Mr. Clifford about his transaction? 

Mr. Mathias. Virtually the minute we found out that the trans- 
action — 

Mr. Kanjorski. How did you find out about it, in the public 
media, didn’t you? 

Mr. Mathias. No, that is not correct. We found out because as 
the chairman has suggested, and I think the chairman is so right 
in the remarks he made at the beginning of this hearing, that di- 
rectors have a duty to be informed, and if they are not voluntarily 
informed, then directors — let me finish. 

Mr. Kanjorski. Yes. 

Mr. Mathias. If the directors aren’t voluntarily informed, they 
have to go out and seek the information. 

Mr. Kanjorski. What prompted you, Senator, to want to be in- 
formed? 

What prompted you? 

Mr. Mathias. The internal audit was done by Louis, and we sat 
down, Mr. Stauffacher and I sat down with him and we were 
asking him questions. 

We wanted to know more about this relationship. 

Mr. Kanjorski. At what time? Can you give us a date on that, 
Senator? 

Mr. Mathias. Yes. This was February of this year. 

Mr. Kanjorski. And we said, can you tell us, are there any cir- 
cumstances in which there have been loans granted by First Amer- 
ican, any one of the First American group of banks, to customers, 
patrons, of BCCI. 

In other words, has there been any kind of preferable treatment? 

And he said no, he had no record of that. And then to make sure 
that the bases were covered, we said, were there any loans similar 
kinds of loans that were granted to officials of First American by 
BCCI? 

Mr. Kanjorski. So let me stop you at that point. 

Mr. Mathias. That is where the transaction— — 

Mr. Kanjorski. At that point then the auditor had to know the 
trail of who the shareholders were of all these holding companies. 
He didn’t find that our in February 1991; he must have known that 
beforehand; isn’t that correct? 

Mr. Mathias. That is correct, because as I testified earlier, he 
had been commissioned. 
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Mr. Kanjorski. Did you all determine whether he first made 
that examination, or did he just make it in 1991? It would seem to 
me that 

Mr. Mathias. He began, as I think I previously said, early in 
1990, to make this investigation, and he completed it at the end, 
and around the end of 1990. 

Mr. Kanjorski. Up until that time then, is this an inside auditor 
or an outside? 

Mr. Mathias. Inside. 

Mr. Kanjorski. Up until that time, your own inside auditor 
never inquired into the relationship of the various stages of the 
holding companies; is that correct? 

Mr. Mathias. What we were exactly commissioning him to do by 
that internal was to look at the whole relationship between First 
American Bank and BCCI; to look at all the transactions; to look at 
the wire transfers; to look at anything that might be evidential as 
to the 

Mr. Kanjorski. I would understand that, and that was prudent 
at the time when we realized that BCCI was starting to get into 
trouble, but I am curious as to — if he doesn’t know the relationship 
of this ownership of stock in your bank and the various holding 
companies. I don t know how — it sort of goes around in a circle ana 
closes: I don’t know, I don’t know, I don’t know, therefore, I can do 
nothing. 

The Chairman. Will the gentleman yield to me, just to follow on 
this; because we have this dictation that does seem to be contradic- 
tory on its face. 

Mr. Adams, in your response to question number 10, were you 
aware of BCCI loans to Mr. Clifford and Mr. Altman, please ex- 
plain? 

Your answser: I became aware of the BCCI loans in July 1990 
during the course of an internal audit review. On the other hand, 
Senator Mathias, I had no knowledge of any BCCI loans to Mr. 
Clifford and Mr. Altman until approximately February 1991, when 
I was advised of them by the First American auditor. 

So how do you explain that? 

I think 

Mr. Stauffacher. That is the interval that the auditor was 
working where Mr. Adams knew about it, but we had not been in- 
formed. 

The Chairman. Well, but you are both members of the board. 

Mr. Stauffacher. The board hadn’t been informed. 

The Chairman. Well, Mr. Adams is on the board. 

Mr. Stauffacher. True. 

The Chairman. And he is saying that he knew as of July 1990. 

Mr. Stauffacher. He didn’t volunteer that information. 

The Chairman. Did you inform the rest of the board members? 

Mr. Adams. No, Jim Lewis, who is our internal auditor, was per- 
forming an audit that was focusing on relationships with BCCI. He 
came across some wire transfers from BCCI to personal accounts of 
Mr. Clifford and Mr. Altman. And he reported that to me, and I 
instructed him to meet with Brian Yolles, who was the general 
counsel of the Metro Bank, and ask him for an explanation of these 
wire transfers. 
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That was done, and in the course of making those inquiries, Mr. 
Clifford and Mr. Altman wrote a memorandum that detailed the 
stock purchase transactions. In receiving the stock purchase trans- 
fer action memo, we were concerned first that there might be a 
Reg “O” violation. 

We checked that. We were concerned that these shares had been 
properly reported to the Federal Reserve and we discovered that 
they had been reported, and at that point we documented the file 
with everything we had done, and had found no violations of any 
law or no lack of awareness on the part of regulators of the trans- 
action and left it at that. 

The Chairman. Well, I wonder, you speak of this memo that you 
received. Would it be possible to provide a copy of that memo for 
us? 

Mr. Adams. I am sure you have it. 

The Chairman. I don’t think so. I will double check. 

Mr. Mathias. If you don’t, Mr. Chairman, we will let you have it. 

[The information referred to can be found in the appendix.] 

The Chairman. But the point I am asking is, why did not Mr. 
Adams communicate with the rest of the board at that point? In 
other words, obviously there were some questions here as to wheth- 
er or not once that memo was received, both Mr. Altman and Mr. 
Clifford had complied with the law, and there was some fear there, 
I am sure. 

It would seem to me that at that point, that disturbing situation 
would have been reported to the board, to the rest of the members, 
and I would say particularly the Senator. 

Mr. Wylie. Mr. Chairman, would you yield? 

The Chairman. Yes, sir. I will be glad to yield to you. I know you 
have to leave. 

Mr. Wylie. Yes. 

I have here a memo which says Bank of Credit and Commerce 
International, Society, Washington, DC, is headed by Mr. Sani 
Ahmad. It is to Richard D. Barrett from Selma Habib. 

My question is, why would an unrelated foreign bank office be in 
the business of developing business for First American Bank- 
shares? It says, it is not a full service deposit taking branch, but 
rather an information gathering office involved in developing busi- 
ness for First American Bankshares, Inc. 

The memo also states that BCCI is — they refer to here as First 
American Bankshares as being like one of us, BCCI. Do you know 
about that memorandum? 

Mr. Mathias. What is the date of it? 

Mr. Wylie. It is dated on June 16, 1986. 

Mr. Mathias. I have no knowledge of it. 

Mr. Wylie. I would like to ask unanimous consent this be placed 
in the record at this point. 

The Chairman. Certainly, without objection. 

[The information referred to can be found in the appendix.] 

Mr. Wylie. Probably don’t have any record of it. But there seems 
to be a deletion, a paragraph is deleted. 

On the second page, and I am wondering if you could search your 
records down there and see if you might be able to find the original 
to see if that missing paragraph is in it. 
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Mr. Mathias. Who is it addressed to? 

Mr. Wylie. It is addressed to Richard D. Barrett. 

The Chairman. May I suggest that we make a copy of that and 
provide it? 

Mr. Mathias. Yes, if we could have a copy, it would help the 
search. 

Mr. Wylie. All right. 

Thank you very much. 

The Chairman. But if you do, you will make a diligent search 
and find it. I want to follow through here 

Mr. Wylie. Thank you, Mr. Chairman. 

The Chairman. Did I understand correctly, Mr. Adams, that Mr. 
Clifford and Mr. Altman sent you a memo? 

Mr. Adams. No, they sent a memo to Jim Lewis or the auditor to 
complete his documentation of this transaction, which turned up in 
the review of BCCI activity. 

The Chairman. Why were you selected to receive that, and then 
not have the others partake of that information? Because, obvious- 
ly, in the case of Senator Mathias, once he was alerted, he immedi- 
ately. 

He was alarmed, but he says he didn’t know that until earlier 
this year, 1991. The reason I am disturbed is that it shows that 
somewhere here we have a deterioration of what I would say is a 
corruption of the system that both regulators and the Congress or 
whoever in drafting the national policy have not much paid atten- 
tion to in the last two, two and a half decades, where the whole 
role has changed, and it has to be addressed, particularly in today’s 
world. 

Mr. Mathias. Mr. Chairman, just to be completely fair to Mr. 
Adams, let me say that he and I had a conversation. This occurred 
in February 1991, which really led to my meeting with the audi- 
tors, so that I think Mr. Adams 

The Chairman. But had you had an inkling in July 1990 

Mr. Mathias. I would have gone right up like a rocket 

The Chairman. You see, that is what I am saying. Obviously, we 
have some compartmentalization within the board structure — it is 
a little bothersome. I am not trying to cast reflection on retrospect. 
I think at this point, it is 1:25, and I don’t want to abuse either the 
patience or the courtesy that we owe our guests, the witnesses have 
been here very patiently, and they have tried to respond to our 
questions. 

But neither do I want to prevent any member from following 
through. So would it be acceptable if I recognize members for 
follow-through questions for 3 minutes each? Would that be suffi- 
cient? Is that acceptable? 

All right. 

We have four members left besides myself. If we each were to 
take 5 minutes, it would take 20 minutes and we probably wouldn’t 
be out of here until about a quarter of two, and I think that is 
straining a little bit. So why don’t we try it. 

I will recognize Mr. Armey for 3 minutes. 

Mr. Armey. Thank you, Mr. Chairman. 

I want to go directly to Mr. Adams, Mr. Beddow, and Mr. Scof- 
fone. You were all part of First American before it was taken over. 
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You certainly, I am sure, were aware that Clifford and Altman 
were the lawyers for Abedi and BCCI. 

Who told you that Mr. Clifford and Mr. Altman were going to 
take over running the bank? Who instructed you? Did they just 
walk in one day and start sitting down in the office and take over, 
or did somebody instruct you that they were going to take over the 
bank? 

Mr. Adams? 

Mr. Beddow. Let me speak to that. I was involved in that proc- 
ess. 

Mr. Armey. If you can get directly to the question, because my 
time is limited. 

Mr. Beddow. That was a long, drawn out process. We understood 
that people were buying stock 

Mr. Armey. I know. But on the day they walked in and sat down 
and took over an office and said we are in charge here, who backed 
them up? Who verified it? Why did you just let— I understand nei- 
ther one of these people were bankers. They didn’t know anything 
about banking. One of these folks was a youngster that took over 
the bank, was hardly dry behind the ears. 

You are a banker for 20 years and this guy walks in and says, I 
am running this bank? Did you just say, OK? 

Could I have walked in on that day and taken over the bank? 
Somebody had to tell you these guys have now taken over the 
bank, and I want to know who did it. 

Did you get a letter? A phone call? Did you get a message slipped 
under your door? But somebody gave you the message, you accept 
this guy as the president of this bank. Who did it? 

Mr. Beddow. There were a group of stockholders. 

Mr. Armey. I know there were a group of stockholders. Did they 
send you a letter, and can I get a copy of the letter? 

Mr. Beddow. No 

Mr. Armey. Did they call you on the phone? Can you tell me who 
was on the other — there wasn’t some mysterious message from 
heaven. You had to get something; did you not? 

Mr. Beddow. Mr. Clifford represented the stockholders 

Mr. Armey. We have gone through the whole business of the am- 
biguous stockholders in the fog before. Somebody had to give you a 
transmittal of information that you said, all right, this is not refut- 
able. 

Mr. Adams, were you happy to see this young guy come in and 
take over the bank that you had worked in for many years? 

Mr. Adams. Well, I learned about it officially at a management 
meeting that announced it. But the answer to your question is 
there was a board of directors, there were shares voted, and the 
board of directors 

Mr. Armey. All right. So they took over the bank 

Mr. Adams. It was a corporate process that determined it. 

Mr. Armey. I understand. 

Mr. Chairman, I only have one more question, when did Mr. 
Abedi leave the country and tell you all to play dumb until he gets 
back? 

Thank you. 
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The Chairman. Well, the gentleman still has time, because I 
don't count the response time. I just count the time it takes you to 
ask the question. 

Mr. Armey. I am sorry, Mr. Chairman, but there is no sense in 
asking these people questions. Maybe under subpoena in a Federal 
court or something, you can get some answers out of these people, 
but this, quite frankly, is ridiculous. 

Mr. Mathias. Mr. Chairman, I regret very much 

The Chairman. Will you yield to me? I must say that the rules 
compel the chairman to protect the integrity, the good name of the 
witness and members, and anybody else called here or subject to 
the jurisdiction of this committee. 

The gentleman from Texas, my fellow Texan, is raising a ques- 
tion here as to nonresponsiveness that goes to the integrity of the 
witness, and I think that is to be regretted, and I would ask the 
gentleman to strike those words, if he will. 

I think that we must not forget that this is a proceeding under 
our rules providing for investigatory processes. The rules we are 
operating now, which the House rules designate as rules 10 and 11, 
are very carefully crafted as a result of unhappy experiences, 
where the legislative branch, known as the Congress, abused its 
powers. 

And we have a very intricate set of rules protecting all the rights 
of the witnesses that appear either voluntarily or through subpoe- 
na, and their right to the integrity of their character and their 
name and so forth. 

So if the gentleman doesn’t want to pursue any further ques- 
tions, that is one thing. But to say that the gentlemen are, in 
effect, nonresponsive is another thing. It is a matter for the record. 

If the gentleman is implying that perhaps they are, in effect, per- 
juring themselves, let me say that they are under oath; they have 
taken an oath. 

Mr. Armey. Mr. Chairman, I have not implied that the gentle- 
men have perjured themselves. In order to perjure yourself, you 
have to have answered a question. They have not done so. 

I am saying there is no sense in continuing to question these 
people, because you can’t get an answer, and therefore, I relinquish 
my time. 

The Chairman. Do you have any further questions, Mr. Moran? 

Mr. Moran. Thank you, Mr. Chairman. Let me address these to 
Mr. Scoffone. 

What is the value, to the best of your knowledge, of the National 
Bank of Georgia? 

Mr. Scoffone. I don’t have that information. I can get it for you 
in just a second. Go ahead and ask some other question. 

Mr. Moran. I do want to see that, though, and what you would 
project, because I am still stymied by a letter that was sent from 
Mr. Altman to Mr. Swaleh Naqvi. We talked about this letter; in 
1986, you were aware of this letter? 

Mr. Scoffone. Not until it was shown to me today. 

Mr. Moran. Well, OK. It probably is that it is based upon your 
analysis; and Mr. Altman must have given you some indication, as 
senior vice president and treasurer of First American Bankshares, 
what was going on, because the purpose of this letter is to transmit 
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your financial analysis to Mr. Naqvi. And Mr. Altman says, in the 
analysis prepared by you, the stockholders’ equity of National 
Bank of Georgia would be $93.9 million, considerably higher than 
the year and numbers on which we had been relying. 

He goes on to say, “The transaction we structured contemplates 
$60 million in debt. It would be appropriate if BCCI itself wished to 
consider being a lender. 

“I trust you will forward this information to Mr. Abedi.” Then it 
includes the analysis that you made. 

If you would tell me the value of the National Bank of Georgia 
in your best professional judgment now? 

Mr. Scoffone. Book value as of August 31, which does not repre- 
sent fair market value, is about $85 million. 

Mr. Moran. In your analysis, you estimated that the purchase 
price should be from $152 million to $161 million, based upon the 
various multiples that, as a result of analysis of 183 deals nation- 
wide — 118 for stock, 65 for cash. This is your memo. 

Mr. Scoffone. Yes. 

Mr. Moran. So you estimate it would be $152 million to $161 
million. 

As senior vice president and treasurer of First American Bank- 
shares, you clearly have some major fiduciary responsibilities for 
the money that is involved here, and it was First American Bank- 
shares that owned National Bank of Georgia. The National Bank of 
Georgia is part of the structure under First American Bankshares. 

You wound up paying $220-plus million for a bank that today is 
worth $85 million, and even under your most generous analysis, 
when I look at the numbers, I don’t see why you wouldn’t have 
made a more specific analysis then to take nationwide, the average 
of nationwide deals, and to get the multiple of book and multiple of 
first-quarter annualized earnings, because given your fiduciary re- 
sponsibility, you wanted to get the best deal possible in terms of 
the purchase of National Bank of Georgia. 

You would think — that is why I keep coming back to this, be- 
cause there is something really strange here. So you say that, in 
my opinion, a fair purchase price for National Bank of Georgia 
would be approximately two and a quarter times book value. Now, 
that is not what you wound up paying for the bank, is it? 

Mr. Scoffone. On that analysis, it was $211 million; by the time 
we transacted the deal, $227 million. 

Mr. Moran. For a bank that is worth today $85 million. 

Then in your memo you say — and I mentioned this before — that 
you are estimating that $60 million could come from a third-party 
lender, such as BCCI. When we asked why you would pay such a 
high premium for a bank in Georgia, why you were so anxious to 
buy National Bank of Georgia at what appears to be an enormous- 
ly high premium, you said that it is because you wanted to be lo- 
cated in the Atlanta area, it is a terrific market, and you talked 
about the Southeast and so on. But you never pursued any other 
banks in Atlanta; you only focused on one bank in Atlanta. 

It seems to me that if Atlanta was such an important place to be 
located, why wouldn’t you have looked at any of the many other 
competitive banks and made some comparative analysis of them? 
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Mr. Scoffone. At the time this transaction was being viewed, 
National Bank of Georgia was for sale. We were competing with 
NCNB to purchase this bank. That is the only answer I can give 
you. 

Mr. Moran. I don’t have any interest in giving you a hard time. 
The problem is that the buck has to stop someplace, and you had 
the title as treasurer and senior vice president. So you have a sub- 
stantial fiduciary responsibility not only to the stockholders, but 
also to the depositors of the banks under the First American Bank- 
shares umbrella, and here you are recommending that you pay 
really an exorbitant amount for a bank that today is worth one- 
fourth what you paid for it. 

And you are also, in your memo, recommending that BCCI, a for- 
eign investor, play an absolutely essential role in the purchase. 
And yet you are very much aware of the fact there isn’t supposed 
to be foreign ownership of banks. You are very much aware — with- 
out disclosures of — this is a very sensitive area. 

You are recommending that BCCI provide the money, and then 
you are obviously very much aware of the fact that Georgia law 
had to be changed to make this transaction work, and you are rec- 
ommending on this acquisition alternatives the best effort to 
change Georgia law to allow CCAH to acquire NBG within a year. 
We have information — we spent $ 1 V 2 million today that — you must 
have known more than is immediately apparent, Mr. Scoffone, or 
you — it is inexplicable why you wouldn’t have asked more ques- 
tions. 

I am not suggesting that you made decisions that were — that are 
illegal. I am not suggesting you made those decisions. But I am 
very much questioning the extent to which you complied with your 
fiduciary responsibility as treasurer and senior vice present of First 
American Bankshares to prudently handle that account, that re- 
sponsibility. 

Now, can you respond in any way on the record that would give 
some better understanding to what seems to be so inexplicable? 

Mr. Scoffone. Congressman, I have worked for First American 
or Financial General for 25 years, and I believe I have always acted 
in a proper manner. I am aware of my fiduciary responsibilities, 
aware of my responsibilities to both stockholders and depositors. 

There is nothing in this transaction or my involvement that 
would lead me to think otherwise. 

[The letter and memorandum referred to can be found in the ap- 
pendix.] 

Mr. Moran. Why wouldn’t you have looked at other competing 
Atlanta banks — can you tell me that this was a fair price that was 
paid, $227 million for a bank, given the numbers that that bank 
showed in 1986, and given the fact that Georgia law had to be 
changed to allow CCAH to purchase it? 

Mr. Scoffone. Let’s go back to, in my opening sentence in the 
memo, Mr. Altman had asked me to do a particular project, and 
you have asked me to analyze the potential acquisition of the Na- 
tional Bank of Georgia, and that is exactly what I did with the 
facts I had at the time, to yield an opinion favorable to First Amer- 
ican Bankshares, and that is what I did. 
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Mr. Moran. We have, getting in these questions, a very limited 
functional role. In other words, nobody asks any questions, nobody 
uses their experience and judgment. They are told to do something, 
they do it. Don’t ask any questions. I didn’t know who BCCI was, 
and so on. 

There must have been some reason why NBG would be pur- 
chased for $227 million. You must have known the background of 
the original Pharaon purchase. I guess your lawyer wants to advise 
you here first. 

Mr. Scoffone. Would you continue with your question? 

Mr. Moran. Your analysis led to the purchase of NBG, the acqui- 
sition of NBG under the First American Bankshares Corp., an im- 
portant element of the corporation for which you were treasurer 
and senior vice president. 

So, this was a critical decisionmaking memorandum. Now, I am 
giving you a lot of— I am assuming, giving you a lot of credit, 
which I think is justified, that before $227 million is committed, 
before you make such an important acquisition, you would perform 
the normal financial analyses. 

An obvious one would be to look at the other banks in the area. 
It would be to look at the history of a National Bank of Georgia. 
The National Bank of Georgia has a really checkered history at 
that point. You knew about Mr. Pharaon, you must have known 
about Mr. Lance and how NGB was going down. He was in debt. 
He got bailed out for twice the value of the stock. 

You must have known all of these things. You are sitting in a 
critical place, where it is your role to make a judgment, to assume 
fiduciary responsibility of funds, to do a complete analysis. 

It seems less fiduciary responsibility was given here than you 
would give with play money in Monopoly. I am giving you an op- 
portunity to give as complete an understanding, a clarification, as 
possible on the record for how this occurred. 

We will be talking with more people subsequently, but this is 
your chance to say, I did everything that I could have to exercise 
my fiduciary responsibilities, this is what I did, this is why I think 
$227 million was an appropriate purchase, because it is not clear in 
the information we have, and it is certainly not clear on the face of 
it. 

Do you have any further comment? 

Mr. Scoffone. I really don’t know how to respond to that. The 
memo was clear on its face. It sets out all the facts involved in the 
transaction. It is a second series in a memo written in October 1985 
which discusses a more detailed analysis. The company was inter- 
ested in getting into the Atlanta market. 

There were very few banks available. This bank was available, so 
Mr. Altman asked me to make analysis of it. 

Mr. Moran. Did you ever make any comment with regard to 
227 

The Chairman. Would you yield? 

You referred to a 1985 memo, would you make that available for 
the committee? 

Mr. Scoffone. Yes, sir. I assumed that you all had that informa- 
tion. 
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The Chairman. I am not that sure that we do, and to make sure, 
I was going to ask if you could let us have a copy of that at the 
proper time. 

[The material referred to can be found in the appendix.] 

Mr. Moran. Within the board of directors, to the board of direc- 
tors, did you ever raise a comment that this appears to be a pretty 
high purchase price for the National Bank of Georgia, since the 
board of directors would then be responsible for the management 
of National Bank of Georgia as well as First American Bank of 
New York and the three metro holding company banks, did you 
make a comment with regard the real value of the bank versus 
what we pay? 

Mr. Scoffone. There may have come up in board meetings dis- 
cussion of this transaction, but I don’t recall specifics. 

Mr. Moran. Did any member of the board question how you 
were going to change Georgia law to allow purchase of National 
Bank of Georgia within a year? 

Mr. Scoffone. I believe Mr. Altman and Mr. Clifford knew that. 
I don’t know whether the other members, I can’t speak for them. 

Mr. Moran. The board members will be responsible for the ac- 
quisition of it. There is a serious allegation that $1.5 million was 
spent to essentially buy the Georgia Legislature. That is an allega- 
tion, granted, but a lot of money was spent. The law had to be 
changed in a year, and a tremendous amount of money was contin- 
gent upon that law being changed. 

It seems to me that questions should have been raised during 
that period of time; are we doing the right thing with regard to the 
money we are responsible for, and with regard to our responsibility 
as directors of this board that is going to be acquiring NBG. 

Thank you, Mr. Chairman. 

The Chairman. I would like to offer for the record and ask unan- 
imous consent that an article appearing in today’s Atlanta Consti- 
tution, “BCCI Tried to Change State Law, How Speakers’ Trip 
Linked to Bank Lobbyists,” be allowed in the record. It has some 
interesting contents. What I can do at this point is offer it for the 
record and then ask the staff to make duplicate copies. 

Mr. Moran. If you would put it into the record along with this 
question. 

The Chairman. I ask unanimous consent for that following your 
question. Mr. Riggs? 

Mr. Riggs. I will try to be brief. I think I did very punctually 
observe the 5-minute limit earlier today, so I might ask the Chair 
for us indulgence and thank him for extending the time of these 
hearings so we could probe at some answers. 

The term that keeps coming to mind throughout these proceed- 
ings has been incredulous. This is very disappointing — hear no evil, 
see no evil, speak no evil seems to be a common refrain running 
throughout the investigation. 

I described how Mr. Clifford came before this committee with 
Mr. Altman, represented by counsel, and testified in very glowing 
terms regarding the sterling board of directors and management 
team that he had been able to assemble at First American, and 
frankly, what we hear today is testimony replete with instances 
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that I think would call into question the competency and reliability 
of that board of directors, and the management team. 

So that you have an idea of what I refer to, I will cite specific 
examples, but I want to go back to the compensation package. Did 
the board of directors have an executive compensation committee? 

Mr. Beddow. It had a separate compensation committee some 
years ago. It has not been active 

Mr. Riggs. Did the board of directors set compensation for Mr. 
Clifford as chairman of the board and Mr. Altman? Mr. Altman 
had the position that you now hold? 

Mr. Beddow. He did not. The board of directors set the compen- 
sation for the outside members of the board, which included a pay- 
ment to Mr. Clifford as chairman of the board. Mr. Altman re- 
ceived from the company the regular board fees that any outside 
member of the board was entitled to. 

Inside members of the board, that is, people who worked for the 
company, do not get board fees. 

Mr. Riggs. It never seemed curious to you, you may have known 
about these significant legal fees that Mr. Clifford and Mr. Altman 
were making in their representation of BCCI, but it never seemed 
curious to you that Mr. Altman wasn’t drawing a salary for his 
duties? What was his actual job title? 

Mr. Beddow. He was president of First American Corp. He was 
not an officer of First American Bankshares. 

Mr. Riggs. That never seemed unusual to you, those of you who 
were directors? 

Mr. Beddow. He spent part-time on this company. He did legal 
work, he did get legal fees from the company and he had other cli- 
ents. I wasn’t worried about whether he was making an adequate 
income. 

Mr. Riggs. Senator Mathias, I want to follow up on a question 
asked earlier — you say that you went to Mr. Clifford, I don’t know 
if you also said Mr. Altman, but you went to Mr. Clifford when you 
learned about his stock sale, and the very significant sum or pro- 
ceeds that he had generated from that stock sale. 

Were you aware any time prior to the fact that Mr. Altman had 
obtained a loan from a BCCI subsidiary in order to purchase that 
stock? You testified today it was the first you knew of the stock 
sale, but did you have any prior knowledge of his stock purchase or 
how he arranged the financing for that stock purchase? 

Mr. Mathias. You are talking about both the Clifford and the 
Altman stock purchase? 

Mr. Riggs. Yes. 

Mr. Mathias. I learned about them simultaneously, from, as I 
say, the first authoritative word I had on it was from the auditor, 
in response to my question as to whether he had discovered any 
loans made by BCCI to First American personally. 

Mr. Riggs. So, that Was the first that you knew of any aspect of 
the stock transactions that Mr. Clifford and Mr. Altman participat- 
ed in? 

Mr. Mathias. Yes. 

Mr. Riggs. Mr. Adams, have you been able to recall any banks 
that did letter-of-credit business with BCCI other than First Ameri- 
can and its subsidiaries? 
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Mr. Adams. I have offered to follow up in writing. If that is unac- 
ceptable, they had significant relationships with Security Pacific, 
with American Express, with Bank of New York, with Citicorp, 
and 

Mr. Riggs. Are you aware of correspondent banking relation- 
ships, the extension of lines of credits? 

Mr. Adams. Well, I am sure it did include that. That was done in 
the process of doing really normal, routine trade transactions. 

Mr. Riggs. Did you participate in loans with BCCI? 

Mr. Adams. No. Not to my knowldge. 

Mr. Riggs. Neither through the Washington nor Virginia 
branches? 

Mr. Adams. No. Not to my knowledge. 

Mr. Riggs. Do the other gentlemen have anything to say about 
that? Did you seek — I know you did because of a memo I have — 
apparently you sought the business of BCCI. 

I am looking at a June 16, 1986, memo talking about soliciting 
BCCI’s business and lists a number of people as potential contacts 
in BCCI, talking about general using BCCI services for advising 
international letters of credit and the like. 

One of the people listed is Amjad Awan, who was referred to in 
the memo as our Latin connection. Did any of you have knowledge 
or dealings with Mr. Awan? 

Mr. Beddow. I have never met the gentleman. 

Mr. Riggs. Are you aware that he is a convicted money laun- 
derer? 

Mr. Beddow. I read that in the paper. 

Mr. Riggs. And that is the extent of your knowledge? 

Does anyone have different knowledge? 

Are you aware of a specific transaction as directors, and going 
back to Mr. Clifford’s comments about the outstanding work that 
he had been able to assemble and the importance of your financial 
obligations as directors, are you aware of a specific transaction 
where BCCI of Washington cashed a $60,000 check and gave that 
money to Manuel Noriega, I believe in 1986, a short time, I might 
add, before Mr. Noriega came to Washington hearings regarding 
his alleged drug operations in Panama? 

Mr. Beddow. BCCI had an account at the Washington bank and 
wrote checks on that account and I understand that a few of those 
checks had written down in the ‘For’ column, Noriega. 

Mr. Riggs. When did you understand that or were you aware? 

Mr. Beddow. I learned of that in the last year or so. 

Mr. Riggs. Did you have subsequent conversations with the indi- 
viduals in the bank operations who knew of those transactions or 
may have had approval authority for those transactions? 

Mr. Beddow. I don’t think there was any approval required. 
BCCI had a bank account and they wrote a check on the bank ac- 
count. 

Mr. Riggs. Is it a bank account here? 

Mr. Beddow. They had a bank account in a Washington bank. 
They wrote a check on it. It came to the bank and it was paid. 

Mr. Riggs. So you didn’t know about it and it wouldn’t have 
raised eyebrows if you had? 
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Mr. Beddow. No. That was in 1986. In 1987, the U.S. Govern- 
ment was writing letters to Noriega, telling him what a fine job he 
was doing. We wouldn’t have reacted to it. 

Mr. Riggs. A letter December 13, 1989, from William Ryback, 
Deputy Associate Director for the Federal Reserve System Board of 
Governors. It is to Mr. Altman and he raises the concerns regard- 
ing the allegation that investors, your shareholders, or the share- 
holders of one of the parent companies, may have borrowed funds 
from BCCI, and in his letter he asks Mr. Altman to provide “infor- 
mation on any loans extended to the original or subsequent inves- 
tors either directly or indirectly by BCCI or any of its affiliated or- 
ganizations.” 

I am told that in his response, Mr. Altman was less than forth- 
coming, for example, did not mention the loan I referred to earlier, 
the loan to Mr. Mohammad Hammoud, the gentleman who had ob- 
tained the letter of credit to guarantee the performance and bond 
for the development project in Alexandria. 

Were any of you aware of this correspondence between Mr. 
Altman and the Federal Reserve? 

Mr. Beddow. I did not see that correspondence at that time. I 
have seen it recently. 

Mr. Riggs. Let me conclude by asking, I guess the essential ques- 
tion that comes to my mind, and that is whether or not this was a 
caretaker passive-type of board or whether it was more of a hands- 
on board and the extent to which you relied upon representations 
made to you by Mr. Clifford or by Mr. Altman. 

It seems to me that there are, if not any intentional misconduct 
or misrepresentation, there certainly was rife throughout this 
whole business, a lot of secretive dealing, insider-type of dealing, I 
guess, in one sense. 

What was the interrelationship between the board of directors 
and Mr. Clifford and what was the frequency of contact with Mr. 
Clifford and Mr. Altman, and did the board in any way, shape or 
form set policy? Or was the board actually directed by Mr. Clifford 
and by Mr. Altman? 

Mr. Mathias. Let me try to make a first-cut at that out of my 
own experience. Take the First American Bank of Maryland, for 
example, the First American Bank of Maryland, there was intense 
participation, as Paul Adams can verify, by members of the board 
of directors. They looked at not only loan policy and loan proce- 
dures, but they looked at individual loans. They voted on — if there 
were any insider loans, they voted on those questions. 

Mr. Riggs. Except, for example, the insider loan that I have 
mentioned and I guess the reason you didn’t get to vote on that is 
you weren’t aware that this gentleman owned in excess of 5 per- 
cent of the parent stock, Mr. Mohammad Hammoud? 

Please continue. 

Mr. Mathias. The participation is very active, and is really inde- 
pendent. And I would like Mr. Adams to comment on that in a 
minute, too. 

Now the Bankshares had four meetings a year. Those meetings 
were largely devoted to a review of the financial activity, the finan- 
cial results of the subsidiary bank as opposed to the activity at the 
Maryland bank, which I use as an example of the subsidiary banks. 
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They dealt with policy questions because it was four meetings a 
year, you had to paint with a very broad brush. 

But there were many questions asked. There were detailed infor- 
mation sought. We obviously relied upon the chairman as a source 
of information because that is, I think, normal in any corporate 
structure. 

Mr. Riggs. Well, let me break in at this juncture, Senator, be- 
cause I think you have made that point adequately in your opening 
statement. 

And now let me just ask, I guess, the pregnant question. Do you 
believe that — any of you gentlemen, do you believe that Mr. Clif- 
ford and Mr. Altman had personal knowledge of BCCI’s penetra- 
tion of First American Bank and their ultimate ownership of First 
American Bank? 

Mr. Mathias. You are really asking us were they lying when 
they told you otherwise here in this committee room? 

Mr. Riggs. You are directed to exercise your independent judg- 
ment and authority, and that is what I am asking you. 

In that capacity, did you or do you believe that? 

The Chairman. Will the gentleman refrain? 

You know a while ago, Mr. Armey talked about, waiting until 
they get subpoenaed in a court of justice. 

Well, if they did, they would have protections, even from your 
question. 

You are asking a question that calls for a conclusion that the 
gentleman wouldn’t be in a position to know. We had Mr. Altman, 
and we had Mr. Clifford here under oath. We cannot ask these gen- 
tlemen, as the Senator was about to say, whether we think they 
think they were lying. 

I think that is something that perhaps is quite unfair to ask the 
witnesses, if I may be so bold as to say. 

And I would ask the gentleman to withhold on that question. 

Mr. Mathias. Can I just thank the chairman for his intervention 
there? I do exactly share his sentiments, and I think he and I un- 
derstand really what rights of people, individuals are involved 
here. 

The Chairman. That is right. 

Well, we have that duty, to be sure that we are aware of the 
rules and rights of everybody, not only ourselves, but you gentle- 
men. 

Mr. Kanjorski, do you have any additional questions? 

I might point out that the Chair has been as liberal as it has, 
even reluctantly, because of the fear of imposing on the witnesses. 

Mr. Riggs, for instance, on this last one you had a little better 
than 15 minutes. And that is all right. You know, I expect that. 

And I would like for you to stay here until Mr. Kanjorski fin- 
ishes. 

I wish Mr. Moran had, because I am going to make an observa- 
tion here that I think the record ought to reflect. 

Mr. Kanjorski. 

Mr. Kanjorski. Senator Mathias, I want to direct this to you be- 
cause my original examination, I didn’t want you to jump to the 
conclusion that I prejudged anything that you have done, sir, nor 
am I casting aspersions. 
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Quite frankly, I would like to congratulate you for your testimo- 
ny. When you said you did find out of the involvement of Mr. 
Altman and Mr. Clark Clifford in this transaction, I think you did 
the exact right thing. 

What I am disturbed about is why our directors don’t find these 
things out earlier and what we should do with the law to make 
sure that they do. 

But I have always had — even though we are different parties, I 
have always had the fondest regard for your integrity, sir, and I 
want you to know that. 

Mr. Mathias. I appreciate that. 

Mr. Kanjorski. These things do get testy. 

You have spent so much time on our side, you know what we are 
striving at. 

One of the things that disturbed me in Mr. Clifford’s testimony 
and Mr. Altman’s testimony is they always made these wild as- 
sumptions in terms of that the story held true if everyone were 
aware of the facts. 

For instance, as my colleague on the other side talked about the 
salary, they only accepted $50,000 a year salary, even though a 
usual salary in this area for the role of chairman or president 
would be in the neighborhood of $1 to $1.3 million. 

The only explanation for that, for them, for the shareholders, or 
for the directors is if you were all aware that there was another 
source of compensation. 

Now your testimony is clearly that you were not aware of the 
stock transactions. So I am trying to figure out why in my mind 
when you sit down and set out the salary that the chairman should 
get and that the President should get, and clearly that is a board 
decision. 

Why doesn’t a bell go off when you are paying a person one- 
twenty-sixth of the market price? Isn’t it something that — and if 
you rationalize and say, well, their law firm represents you, I don’t 
think you mean to impute that their law firm were overbilling, and 
that is how they are getting their compensation. 

I assume the law firm is a reputable law firm that in fact does 
hourly work and bills on an — forgetting legal fees. 

Why didn’t this bell go off? They are not getting compensation 
from the corporation; would have to be unethical to be getting com- 
pensation through the law firm. 

So why didn’t the question present itself, are they getting com- 
pensated by someone else, BCCI, other people unbeknownst, or is 
there a side deal? 

Why didn’t that go off? 

Mr. Mathias. Let me reflect a little bit on how that came to my 
attention. 

As this committee knows from Mr. Clifford’s testimony here, he 
tends to be anecdotal. And if I can search my memory for the first 
time the subject came up, he told the story of having met with the 
original investors at that time that he was asked to be the chair- 
man, and at that time the question of compensation had come up, 
and that he had said that he would take the nominal sum of 
$50,000, and that he had never wanted to change that from that 
original conversation. 
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He was satisfied with that and wanted to hold on to that figure, 
and that was an explanation which, as I recall, he gave more than 
once during meetings of the board when compensation was dis- 
cussed. 

Maybe Mr. Beddow would have a different recollection. 

The Chairman. Will you yield to me, Senator? 

Maybe I am the one that is confused, but the $50,000 was a com- 
pensation paid not by the bank. Wasn’t it the holding company? 

Mr. Beddow. That was paid by First American Bankshares as a 
stipend as chairman of the board of First American. 

The Chairman. As chairman of the board, OK. 

Mr. Beddow. And then he drew director’s fees the same as other 
outside directors. 

Mr. Mathias. That is correct, until February 1991. 

The Chairman. OK. Yes, you are correct. Senator, he was anec- 
dotal and in fact, he gave that as a reason why he felt that it was 
more than legitimate and proper compensation after he had 
brought up the bank to number one — the holding company to 
number one, that he could go back and say now, boys, I want to 
cash in and I want to get some stock; and he did pretty good. 

He made a $10 million profit on the transaction, but that was an- 
ecdotal, and it was the point. 

Mr. Kanjorski. But he didn’t go back to the boys? 

The Chairman. Pardon? 

Mr. Kanjorski. He didn’t go back to the boys. The boys that 
were setting the salary are sitting right here. He went back to 
other people outside of the deal without the knowledge of the boys. 

The Chairman. That is right. 

Mr. Kanjorski. The Senator didn’t know he had this side stock 
deal for 5 years; is that correct, Senator? 

Mr. Mathias. That is correct. 

Mr. Kanjorski. And I am not going to put you on the spot. Per- 
haps it is clear. When you did find out, could I assume that you 
were extremely disappointed? 

Mr. Mathias. Well, I was extremely upset, as illustrated by the 
fact that Mr. Stauffacher and I immediately went to Mr. Clifford 
for an explanation. 

Mr. Kanjorski. I won’t push that line any further, Senator. I ap- 
preciate that answer. 

Now, my last question will be, when Mr. Mattingly was here 
from the Federal Reserve, I pointedly asked him a question, be- 
cause I, myself, have not come to the final conclusion of why BCCI 
spent all this time and all these machinations to get control or 
ownership at least of First American. 

And I had a direct question by myself to him. I asked him wheth- 
er or not there are any past or present public officials who have 
received loans from First American and whether or not there was 
any preference involved in those loans. 

And his response was, yes, we are looking into the matter. We 
are not at liberty to discuss this. 

Are you members of the board aware of past or present, public 
officials, either on the Federal, State, or local area, that have re- 
ceived loans that are either preferential or just regular loans from 
First American? 
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Mr. Stauffacher. I have no such information about preferential 
or improper loans. 

Mr. Beddow. Well, I am confident that we have loans to present 
and former government officials. I am also confident that none of 
those are on a preferential, improper basis. We don’t red line gov- 
ernment officials. 

Mr. Kanjorski. I understand that. But we can assume there are 
no recourse loans out there? 

Mr. Beddow. There are no nonrecourse loans to anybody from 
First American Bankshares. 

Mr. Kanjorski. That part of the problem didn’t filter down, I 
assume. I am glad to hear that. 

Are you making an examination now because there is, as I un- 
derstand it, a further investigation toward referral to Justice of 
some of these loans. 

Are you aware of that, and are you actively participating with 
the Federal Reserve, the Justice Department, to find out what 
these problems are? 

Mr. Beddow. All we know about those loans are the remarks 
that were made up here and in the papers. We are curious to know 
what anybody is talking about. Nobody has suggested a name. We 
don’t know where to look to see if there is a name. 

We simply know of none, and we didn’t know that anything of 
that kind was being referred to Justice. If they have any names 
given to us, we will check it out. 

Mr. Kanjorski. If you could, and I am just going to — you have 
seen this whole thing play out now. Do any of you have any insight 
that you can give to the Congress in regard to why did BCCI go 
through these convoluted activities to gain ownership or control of 
First American? 

Do any of you have any suspicions or suggestions as to why that 
could occur or did occur? 

Mr. Beddow. I don’t know why they occurred, and that is one of 
the mysteries in whether these things really happened or not. 

The Chairman. Will you yield to me there, Mr. Kanjorksi? 

When we had the hearing with Mr. Clifford and Mr. Altman, I 
placed in the record the schematic plan that had been presented to 
Mr. Abedi by Mr. Afridi, and among other things he was analyzing 
the U.S. market. They outlined their plans very, very explicitly, 
and in fact they even used some operations that I remarked at the 
time we had the hearing, I don’t think you were present, that in- 
troduced new products and services to provide greater facilities 

Mr. Kanjorski. Mr. Chairman, I am aware of that, and superfi- 
cially that would be the reason why banks acquire banks, but 

The Chairman. No. No. No. They were more explicit than that. 

Mr. Afridi had been an employee of the New York bank and he 
was saying, here’s what you want to do, here’s the way we scope it. 
In our second phase, and we have a sound product — we finance and 
lease small companies, export trading corporation, syndication on a 
large scale, U.S. Government financing, AID, Export-Import Bank, 
SOLPEX, Central Bank, selected Third World countries, and, of 
course, financial institutions that they could purchase. 

Mr. Kanjorski. I understand that. And those are all legitimate 
business activities, Mr. Chairman. 
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What I am suggesting is that there was a pattern here with the 
purchase of the stock from Mr. Clifford, it is highly inflated as 
compared to what you were willing to pay other shareholders for 
the stock at that very time. I think it is maybe one or one-and-a- 
half times more than was offered to other people who held stock 
interests. 

I think Mr. Moran has indicated here a very high premium paid 
for this National Bank of Georgia situation, that for some reason 
there seems to be, in my mind at least, the suspicion created that 
there is something much more here than just financial activities of 
a standard operation within the American market. 

The premiums paid, the unusual convoluted activity, the insensi- 
tivity of Mr. Altman in responding to the Federal Reserve about 
his transaction, all this seems to be a very controlled situation. 

Thank you very much, Mr. Chairman, and may I congratulate 
you. I think you certainly have helped those of us on the commit- 
tee that want to discover what we have to do in the future to try 
and prevent these occurrences. 

The Chairman. Thank you very much, Mr. Kanjorski. And I do 
appreciate your contribution, your help, and your membership on 
the committee. 

In connection with what you just said, we had the Federal Re- 
serve Board president of the Atlanta bank explain and give us the 
dates, 1981, 1982, and 1983, BCCI was able to charter three Florida 
banks in different locations, Miami, Boca Raton, and I think 
Tampa. 

At that time the FBI — the Federal Reserve Board mostly, on my 
urging and pushing, the committee chairman, and finally the sub- 
committee chairman gave us the startling accounts of the cash 
transactions that were taking place in those locales. So here is one 
branch of the Federal Reserve Board saying, hey, look, there is 
something funny about these cash transactions, they must be drug 
laundering money operations, and another branch that was present 
when the reports came in that BCCI was establishing these three 
different banks. 

So you do have the right questions here to pursue, and I think 
we have a duty to find out and correct it, even now with the 
amendments thus far adopted in the bill we passed out of commit- 
tee, which obviously we are going to have to fortify. So we will be 
open to some suggestions on your part. 

What I wanted to say to you gentlemen was that in all fairness 
to the witnesses, and I wish Mr. Moran had been here, there is a 
phrase in law, you know, nunc pro tunc, now for then. Unfortu- 
nately, we can’t evoke 1985 and 1986. Maybe it is fortunate we 
can’t. This was a high-riding period of time. It was the go-go era. 
The 1970’s had come and gone with the great money manias that 
had been generated. 

So that administration brought the change of policy that enabled 
the funding of our debt and everything else to be provided for by 
foreign countries, foreign investors. And Mr. Scoffone was not, in 
all fairness to you, on the board of directors in 1985 or 1986, you 
were an employee. And you had a request from the president 
saying, look into this, and there may have been some corollary sur- 
rounding side instructions, who knows. So you were given your 
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report, not as a member of the board of directors, but as an em- 
ployee. 

Well, I don’t think that was clearly defined here, and I think in a 
way it tended to be unfair to you. In retrospect had you been a 
member of the board of directors, you might have been accountable 
for it. If you have an instruction, you report the best you can. 

Well, gentlemen, you were informed the State of Georgia would 
change its laws. They did. But then in the interim, eventually you 
became a member of the board. I think in all fairness, the record 
ought to show that. 

I think that generally, the atmosphere was still prevalent that 
had begun in the late 1970’s where the chief experts of our banking 
world, the seven or nine big banks of our country, went in IV 2 
years, by 1979, from about $3 billion to over $45 billion in their 
overhang to these so-called Third World countries. How could they 
have done it? 

I was chairman of the Subcommittee on International Finance, 
and when I got the statistics from the Federal Reserve Board in 
the summer of 1979, I took a special order on the House floor, 
pointed out that these countries could not and would not ever be 
able to pay back their debt. The answer was this is Arab oil money, 
we are recycling. 

This is my surmise of what is wrong with all this money coming 
into the United States. This is Arab recycled money from the in- 
creased price of oil in the early 1970’s, and most American dollars. 
The problem occurred when it reached the point that these loans 
were equivalent or in excess of the capitalization structure of those 
banks. And that is what I was saying in August 1979. 

Well, I was a customer, you know, you didn’t have TV coverage 
or anything, nor did I expect it. But the chairman of the Federal 
Reserve Board, Mr. Burns, called me the next day and invited me . 
to have breakfast with him. And that is what he brought up. He 
said he was concerned and that there wasn’t anything he could do, 
and that is when I got worried, like this morning, I am worried 
now, because obviously we have many weak points in our institu- 
tional armor for financial institutions. 

But anyway, the point is that we can’t evoke that will now. You 
know, so you had a rich Arab or a Pakistan or somebody wants to I 
come in and throw money around. Gee, that is great. Not on the 1 
road to Damascus, but on the road to the bank in downtown Wash- 
ington. I could see where that light hit Mr. Clifford, who decides 
that he is going to be a banker. 

Mr. Kanjorski. Mr. Chairman, if I could just suggest, 
though 

The Chairman. Certainly. 

Mr. Kanjorski. Some of these Third World nations come into the 
United States to throw their money around. Maybe they could stay 
at home and we would have to throw less of our foreign aid over 
there. 

The Chairman. Well, unfortunately, I am afraid that they 
weren’t dumb either, and in fact I think they ended up a lot slicker 
than Americans. 

I recall that I introduced a resolution to impeach Chairman 
Volcker when it became obvious that those countries were not 
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going to pay, and the high interest rates they were expected to 
begin with were not about to materialize. Look where we are today, 
where they have reached that point of peril. 

This is what has been dragging down the biggest banks. Now 
how can you explain the biggest bankers getting into that kind of 
an arrangement? 

The reason again I say is that there was a lapse, and you had 
false notions, as Mr. Riston, then head of the Citicorp said in reply- 
ing. I have been making some noise there, and, of course, I was 
ridiculed, but the reason was that Mr. Volcker was meeting in pri- 
vate with such guys as the Hunt brothers in a motel down in Flori- 
da, with Mr. Riston to see how they could save the bank credit that 
had been involved in the failed attempt of Hunt to comer the 
silver market. All of that was tied in. 

And so what I was saying was, well, Chairman Burns, why don’t 
you do something about it? You can’t allow this overhang because, 
sure, it may be Arab money, but it is deposited in an American 
bank being loaned in the name of that bank. And he said, well, 
there is not much I can do. When I brought it up at the convention 
of the bankers, they almost threw me out, and I said, why not? You 
have section 14(b) of the Federal Reserve Board Act. You can insist 
that they increase their reserves to cover it. The rest is history. 

The point is that we are facing the same thing now. We are not 
going to be the saviors. It is too late. All we can do is try to dis- 
charge our responsibility as we read the experiences of how we can 
offset what obviously is going to be a day of reckoning. 

Mr. Kanjorski. Mr. Chairman, may I suggest something? 

In the nature of Senator Mathias here, we have an asset. It 
seems to me that we in the Banking Committee in the House at 
least have cooperated to a very large extent with the Treasury, and 
with the administration, in drafting the reforms needed to expand 
powers. 

The Chairman. We have. 

Mr. Kanjorski. And as we have seen here, obviously the admin- 
istration, the regulators and the Treasury do not have a handle on 
what is happening in these holding companies, that they can’t 
identify. You know, maybe we could say Senator Mathias is an old 
Joe Kennedy from the days of the boilerplate operations, as Mr. 
Kennedy, the Ambassador, was called in to help write the SEC leg- 
islation. 

The Chairman. That is right. 

Mr. Kanjorski. Maybe it is time the Congress call in experi- 
enced business community members of the board who are former 
legislators, and have seen the problems from the inside after the 
fact. What doors do we close? What records do we set up? What do 
we have to see? 

Instead, we are going right out and doing the same thing and 
passing the same types of laws, all based on a fallacious assump- 
tion at this point, that the Federal Reserve either is doing or has 
the power to do its job, that the Treasury is doing or has the power 
to do its job, and the regulators are doing or have the power to do 
its job, and we have firsthand evidence here that it is not happen- 
ing. 
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Maybe we should ask the Senator to, using his experience in the 
legislature, come forth with the Senate committee and our commit- 
tee and start structuring a piece of legislation that is not going to 
protect the international bankers, that is not going to make a 
better playing field out there for the speculators of America, but 
protect the depositors and the taxpayers of the United States. 

The Chairman. I agree with the gentleman. I think it is intimat- 
ed that we were seeking not only testimony, but suggestions and 
recommendations if any. I think we could benefit a great deal from 
a gentleman like the Senator as well as his colleagues here. 

After all, we are not bankers, but we are on the Banking Com- 
mittee so we are charged with at least knowledge of the law and 
what it takes to keep up with the times from the standpoint of de- 
fending the public interest, the greatest interest of the greatest 
number. 

Mr. Mathias. I am honored by that suggestion and to the extent 
that 1 can be helpful in any way and we can continue this commu- 
nication that has begun today and I will be happy to do that. 

Let me thank the Chair on behalf of all the witnesses for the 
courtesy extended to us. I think you have shown great sensitivity 
in dealing with important rights that people have and that need to 
be protected but it is the Chair that does the protection. 

It is a great personal privilege for me to be here, and to see the 
years the chairman has spent in this occupation have obviously 
produced experience and knowledge and wisdom. 

The Chairman. Thank you. 

Mr. Mathias. I think you have to take a broad view as the chair- 
man suggested, the government itself has got problems in this 
area. I think back in 1983, 87 percent of the Federal budget deficit 
was supplied by foreign industrial banks, not foreign investors, but 
foreign central banks. 

So this is a broad problem and it takes, I think, a comprehensive 
kind of solution. 

The Chairman. Thank you very much. You still have the privi- 
leges of the gym as a former Member, but anytime 

Mr. Mathias. I will meet you there. 

The Chairman. Fine, and you will have a chance, if you haven’t 
already, to go into the splendid Rayburn Building gym. It would be 
an honor. 

Let me then just end up as we started by thanking you gentle- 
men for your cooperation and forgive us for having imposed on 
your patience and goodwill. We have gone through the lunch hour. 

More members were not here, because the House quit yesterday 
at about 2:20 and most of the members nowadays go back principal- 
ly to their districts and unfortunately I couldn’t keep them here. 

The House did that to us when we were trying to round out and 
finish the banking bill in June and the overwhelming majority 
stayed here not only 1 day, but 2 days and we got the bill out. 

& thank you very much and you will get a transcript of the pro- 
ceedings for your correction or addition or modification. We really 
appreciate it and the committee will stand adjourned until further 
call of the Chair. 

[Whereupon, at 2:35 p.m., the hearing was adjourned, subject to 
the call of the Chair.] 



77 


APPENDIX 


September 27, 1991 


X 

Opening statement of Henry B« Gonsales, Chairman 
House Committee on Banking, Finance and Urban Affairs 

Hearing on Bank of Credit and Commerce International 
< BCCI ) Investigation 
September 27, 1991 

This morning ve open the third in a series of investigative 
hearings on the infiltration of the Bank of Credit and Commerce 
International into the U. S. banking system. 

There is no group more important to the safety and soundness 
of this nation's banks than the thousands of directors who sit on 
the boards of these institutions. 

Boards of directors , when they function properly, can be the 
Number One bulwark against insider shenanigans, corrupt management, 
illegal and unsafe banking practices. Directors who ask questions, 
demand evidence, and take a hard-nosed attitude about their 
fiduciary responsibilities are the unsung heroes of the U.S. 
banking system. 

Unfortunately, all too many directors bring to the table only 
one thing — a huge rubber stamp with one word, "YES", for all 
management decisions. 

Host of the BCCI-First American news stories have focused on 
the personalities of Clark Clifford and Robert Altman and what they 
knew, when they knew it and who they told. 

Today, ve have before us another group of First American 
insiders — the board of directors. They did not sit on the First 
American board by accident. They were handpicked by Mr. Clifford 
and Mr. Altman. 

We are interested in what they knew about BCCI . We want to 
know what conversations they may have had with Mr. Clifford and Mr. 
Altman concerning the ownership and control of the bank and the 
role of the Middle East investors. We also want to explore what 
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role the directors took in the acquisitions made by First American. 
Most importantly, ve need to know the relationships between the 
board and the bank's regulators — the Federal Reserve and the Office 
of the Comptroller of the Currency. Did the 

regulators raise questions with the directors about BCCI or Middle 
East investments in general? What was the flow of information 
between regulators and the board and how vigorous were the 
regulators in their dealings with the board of directors? 

This Committee has subpoenaed thousands of documents in this 
investigation. We are still combing through the paper as we plan 
additional hearings in the coming months. 

Most of the questions remain unanswered and it is the 
obligation of this Committee to fully explore the entire role of 
BCCI in this country. Since we began our investigation of the 
Banca Nazionale del Lavoro early last year, we have attempted to 
focus the attention of the Congress and the public on the serious 
problems emerging from foreign banking interests in this nation 
and the apathetic approach of our regulators to these problems. 
Pending before the House at the moment is a major revision of laws 
relating to foreign banking and these hearings may lead to 
additional amendments to that legislation. 

Hot only did BCCI creep into banking from New York to 
California, but it also infiltrated the thrift industry through a 
major investment in Centrust Savings in Florida — an institution 
that is destined to cost the taxpayers probably in excess of $2 
billion dollars before its failure is unravelled. 

We need to investigate the Centrust connection fully. We need 
to look very closely at Ghaith Pharaon's role in Centrust and his 
relationships with Bert Lance, the National Bank of Georgia, the 
Independence Bank, and the ultimate purchase of NBG by First 
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American Bankshares. Many of these threads appear to hang 
together. 

The Committee must also press forward in getting to the bottom 
of the Justice Department's handling of the BNL and BCCI fiascos. 

The American people, I am convinced, expect this Committee to 
go beyond the headlines and lay out the full roadmap of BCCI's trip 
through the U.S. financial system and all the friends they picked 
up along the route. 

We intend to investigate BCCI, BNL, and other foreign banking 
problems in the U.S. with the same vigor and thoroughness as we 
pursued Lincoln Savings and other savings and loan cases. 

Our witnesses this morning are Paul S. Adams, Executive Vice 
President and Chief Financial Officer, First American Bankshares; 
Jack W. Beddow, President and CEO, First American Bankshares; 
Charles McC. Mathias, Jr., Director, First American Bankshares; A. 
Vincent Scoff one. Director and Treasurer, First American 
Corporation; and Charles B. Stauffacher, Director, First American 
Bankshares. 
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STATEMENT OF THE HON. CHALMERS F. WYLIE 
BCCX HEARINGS 
SEPTEMBER 27 # 1991 


Thank you Mr. Chairman. I want to commend you today for continuing 
the Committee's investigation into the BCCI scandal. I believe that the 
witnesses before us can provide much useful testimony to the Committee on 
BCCI given their roles on the Board and as management of First American. 

As we discussed in our earlier hearings, directors and management at an 
institution have a duty to investigate elements of misconduct at an 
institution. I believe that we need to learn today how the gentlemen 
before us have fulfilled these duties. 

I also would like to welcome our former colleague Senator Mathias to 
the Committee. I believe that his actions while on the First American 
Board directly led to the removal of Mr. Clifford and Mr. Altman from the 
bank. Unlike others involved in the BCCI affair, it appears that Senator 
Mathias acted swiftly and decisively when wrongdoing was uncovered at First 
American. He should be commended for his efforts. I greatly look forward 
to hearing his rendition of how and why these gentlemen were removed from 
First American. 

Mr. Chairman, I believe that the Committee has gone a long way in its 
investigation of First American and you have truly let the chips fall where 
they may. You and your staff should be applauded. I would like to give 
you my strong support in continuing the Committee's investigation and 
delving deeper into this scandal. I still fear that the Committee has only 
scratched the surface of BCCI's activities in the U.S. 
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Finally, I believe that the Committee must determine whether BCCI 
exercised improper political influence in this country. BCCI's state 
political activities have been well documented in Georgia and questions 
still exist concerning its oversized Washington office. I would like to 
note that federal court pleadings filed in early August against three of 
the witnesses here before us contain the statement that BCCI " ... made or 
arranged for loans by First American Bank to prominent officials in amounts 
and on generous terms not otherwise justified." The Committee must 
ultimately get to the bottom of these charges concerning BCCI's political 
influence in Washington and determine if they represent smoke or fire. If 
political wrongdoing exists it is our duty to shed light on these 
activities regardless of party affiliation. 

Thank you again Mr. Chairman for holding these hearings. I look 
forward to listening to our witnesses testimony today and to continuing our 
work together on this important investigation by the Committee. 
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For example, representatives of the Federal Reserve have told me that 
the two most crucial sets of documents for the Committee to review are the 
Clifford & Warnke privileged documents and the documents found in the BCCI 
Washington office. To date, the Banking Committee staff has not received 
access to these documents. While Mr. Clifford and Mr. Altman promised 
production of the law firm documents to the Committee, they have not been 
forthcoming. These records are crucial to the Committee's understanding of 
the BCCI affair and must be thoroughly reviewed by Committee staff. 

Moreover, the testimony we have heard so far raises as many questions 
as answers to me. I think the Committee needs to hear a wide variety of 
additional witnesses in order to complete our understanding of BCCI and its 
relationship with First American. There are several classes of witnesses I 
would encourage the Committee to call. First, I believe that there are 
several former employees of First American and BCCI who would be willing to 
cooperate with the Committee. They should have inside knowledge of BCCI's 
U.S. affairs and its relationships. Second, other regulators and 
government officials should be brought before the Committee. I do not 
believe that the Federal Reserve was the only agency responsible for BCCI's 
activities in this country and we should here from other responsible 
government officials. Third, I believe that state regulators should be 
called. They play a key role in the regulation of foreign banks in this 
country. Fourth, I believe that we need to call some of the financial 
kingpins that BCCI dealt with in this country. Individuals such as Bert 
Lance, Ghaith Pharaon and David Paul should not escape the Committee's 
inquiry. 

2 
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Jack W. 


Vincent 


Today's Witnesses Background 


Beddow Director and President of: 

Financial General Corporation 
First American Bankshares, Inc. 
Maryland Bankshares, Inc. 

New York Bankshares, Inc. 
Valley Bancshares, Inc. 
Virginia Bankshares, Inc. 
Washington, Bankshares, Inc. 
Director and Vice President of: 
National Mortgage Corporation 
The Potomac Insurance Company 
Director and Secretary of: 
First American Corporation 
Director of: 

Credit and Commerce American 
Investment, B.V. 

First Advantage Mortgage 
Corporation 

First American Bank, N.A. of 
Washington 

First American Bank of Virginia 
First American Insurance 
Services, Inc. 

First American Insurance 
Services, Inc. 

First American Metro Corp. 
First American Staff 
Temporaries, Inc. 

Georgia Bankshares, Inc. 

Elected 4-14-82 


Scoffone Director and President and 

Treasurer of: 

First American Insurance 
Services, Inc. 

National Mortgage Corporation 
The Potomac Insurance Company 
Director, Vice President and 
Treasurer of: 

Financial General Corporation 
Maryland Bankshares, Inc. 

New York Bankshares, Inc. 
Valley Bancshares , Inc • 
Virginia Bankshares, Inc. 
Washington Bankshares, Inc. 
Director and Treasurer of: 
First American Corporation 
First American Staff 
Temporaries, Ino. 
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Director of: 

Credit and Commerce American 
Investment, B.V. 

Georgia Bankshares, Inc. 
Valley Fidelity Bank and Trust 
Company 

Senior Vice President and 
Treasurer of: 

First American Bankshares, Inc. 
Vice President of: 

First American Metro Corp. 

Elected 1991 

Paul G. Adams Executive Vice President and 

Chief Financial Officer of: 
First American Bankshares 
Director: 

First American Metro Corp. 
Georgia Bankshares 
New York Bankshares 
Chairman: 
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Statement of Charles McC. Mathias 
Before the Banking, Finance and 
Urban Affairs Committee of the 
United State House of Representatives 

September 27, 1991 


i. imaBnaisH 

Mr. Chairman, Members of the House Banking Committee, my 
name is Charles Mathias. I currently serve as a member of the 
Board of Directors of First American Bankshares, Inc. and I am 
chairman of a Special Oversight Committee of the board, the 
charter and activities of which I will describe in a few 
moments. I am also a member of the Board of Directors of First 
American Bank of Maryland. It is in my capacity as a member of 
the board of Bankshares as well as the chairman of the Special 
Oversight Committee of Bankshares that I appear before the 
Committee today. 

With me here today are Jack Beddow, Paul Adams , Vince 
Scoff one and Charles Stauffacher. Jack Beddow is the Chief 
Executive Officer and a Director of First American Bankshares. 
Paul Adams is the Chief Operating Officer and also a Director 
of Bankshares. Vince Scoff one is the Senior Vice President and 
Treasurer. Charles Stauffacher has served as an Outside 
Director of First American Bankshares since February, 1989. 

I appear here today at your invitation and welcome this 
opportunity to respond with facts about First American to some 
of the intense publicity concerning the Bank of Credit and 
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Commerce International ("BCCI") . We hope to make clear to you 
and to the public that First American's banks have not 
committed any wrongful or improper banking practices and that 
their operations are not in any way controlled by BCCI. 

We appear today on behalf of the leading financial 
institution in the Washington, D.C. area and its many dedicated 
and professional officers, directors and employees. Our banks 
are fortunate to serve several outstanding communities up and 
down the eastern seaboard of this country and to participate 
especially in the growth and development that has occurred in 
the greater Washington Area. Having had the privilege to 
represent the people of Maryland in the Congress, I take 
particular interest in First American's service to the people 
of Maryland. 

First American is part of American banking history, because 
it is one of the oldest American bank holding companies. It 
was originally incorporated as the Morris Plan Corporation of 
America and was famous nationwide. In another period with 
different ownership, it traded under the name Financial General. 

Of late, the significant accomplishments of the employees 
of this long-established institution on behalf of the 
communities that it serves have been completely ignored. 

Instead, the institution has been broadly and unfairly maligned 
as a result of events that are external to it and beyond the 
control or influence of the people who have served the bank so 
loyally. 
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My own involvement with First American began in 1987 after 
my service in the Senate ended. Clark Clifford, whom I have 
known for many years, invited me to join the Board of First 
American Bankshares and First American Bank of Maryland. I was 
willing to accept this responsibility in part because I viewed 
this as a way to continue to be involved with the community 
that I formerly represented. 

II. THE MARYLAND BANK 

Although I intend to speak at greater length about my role 
as a director of First American Bankshares, I would like to 
speak first about my experience with the First American Bank of 
Maryland, because it involved the direct oversight of banking 
operations. My experience at the First American Bank of 
Maryland is also very germane to the issue of whether BCCI 
controlled First American, a question on which there has been 
considerable speculation and investigation. 

First .American Bank of Maryland is one of seven subsidiary 
banks that serve thousands of communities from New York to 
Florida. In total, these banks employ about 5,500 people. 

Some of these employees, like Jack Beddow here with me today, 
worked for First American before it was First American. 

Changes of name and corporate ownership have not interrupted 
their consistent service. The primary business of this 
institution has always been retail, local banking. The 
Maryland Bank, for instance, has over 100,000 deposit accounts 
and about 30,000 loan accounts of various typas. 
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The Maryland Bank has its own independent Board composed of 
conscientious directors, many of whom I have been fortunate to 
know for years. In my experience, the officers and directors 
of First American Bank of Maryland have managed their own 
operations and made their own decisions with little or no input 
from above. 

Paul Adams, who is with me here today, was the President of 
the Maryland Bank from 1982 to 1989, when he moved up to become 
the Chief Financial Officer of First American Bankshares. Paul 
did a masterful job of leading the bank in Maryland. When Paul 
became President of the Maryland Bank in 1982, it was a 
marginally profitable bank. Today, the First American Bank of 
Maryland is a well-capitalized bank with $1.5 billion in 
assets — nearly six times its size when Paul took over. The 
Bank accomplished this feat by participating in and fostering 
the dramatic growth that has occurred in the northern and 
eastern perimeters of the Washington Metropolitan area and 
along the industrial corridor that connects Washington, D.C. to 
Baltimore. Our Maryland Bank has become an integral part of 
these communities. 

III. THE OTHER SUBSIDIARY BANKS 

The Maryland Bank is not alone in its accomplishments. 

Each of the subsidiary banks has independent, dedicated 
leadership that has served its respective communities well. 

Our efforts have always been aimed principally at the retail 
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level, serving many small depositors and customers. The First 
American banks together have close to one million deposit 
accounts and one-half million outstanding loans. 

Our commitment to the communities we serve is particularly 
evident in the lending and investment decisions made by the 
First American banks. In the late 70*8, Congress passed what I 
viewed as long-needed legislation, entitled the Community 
Reinvestment Act ("CRA") . As you know, this legislation 
requires banks to meet certain minimum levels of investment in 
low to moderate income housing projects and in loans to low or 
moderate income individuals within the bank's community. First 
American has been a leader in achieving the goals of that 
legislation. Acting, again, through its subsidiary banks. 

First American has reinvested at every economic level of the 
communities it serves. For instance, as of August 30, 1990, 
the three subsidiary banks in the Greater Washington Area alone 
have invested nearly $1.4 billion in CRA-qualified projects. 

It is this kind of activity — not involvement in BCCI's 
wrongdoing — that I believe characterizes First American's 
operations. Those of us sitting here who are familiar with the 
real day-to-day operations of First American's banks — as well 
as the thousands of employees who have devoted their 
professional lives to this work — know that the allegations 
that BCCI "controlled" the operations of First American banks 
are extremely unfair and injurious to the good name of our 
banks and their employees. Indeed, we find it particularly 
upsetting that speculation concerning BCCI operational control 
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of First American continues to be offered when William Taylor, 
Staff Director of the Federal Reserve's Division of Banking 
Supervision and Regulation, just this Tuesday again confirmed 
in testimony to the Senate that in spite of exhaustive 
investigative effort, the Federal Reserve has been unable to 
find any exercise of operational control by BCCI over First 
American. 

IV. THE BANKSHARES JjQLDIN S C QMPANX 

All of the efforts of these subsidiary banks are tied 
together through their parent holding company. First American 
Bankshares. Unlike many bank holding companies. First American 
employs a significant operational staff of approximately 300 
people. Their respective functions relate generally to 
functions at the subsidiary banks. For instance, Bankshares 
has its own, separate loan review function, the purpose of 
which is to review the lending activity at each of the 
subsidiaries to assure that company loan policy is being 
followed and that loans are properly risk rated. Similarly, 
Bankshares has its own audit staff which audits the activities 
of all of the banks. 

It is my judgment that First American Bankshares, like the 
subsidiary banks, is staffed by prudent and attentive officers 
and directors. When I joined the Board of Bankshares in 1987, 
it had already grown to be the largest bank holding company in 
the Washington area with total assets in excess of $9 billion, 
up from $2.6 billion in 1982. On a consolidated basis, the 
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performance of our banks during my first three and one-half 
years, from 1987 through mid-1990, was solid and profitable. 
During this period, the exceptional performance of the 
Virginia, Washington and Maryland banks was offset to some 
extent by disappointing earnings results from the New York and 
Georgia operations. It was our understanding, however, that 
First American's investment in its New York and Georgia banks 
reflected strategic decisions favored by our parent holding 
company. Credit and Commerce American Holdings N.V. ("CCAH") 
and its shareholders. Moreover, First American's over-all 
asset quality during this period remained exceptionally high. 

At the beginning of 1990, Bankshares had $11 billion in assets 
and ranked among the 50 largest commercial banks in the U.S. 

At the end of the first quarter of 1990, all of the 
indicators suggested that the bank was well positioned for the 
future. This was not just the opinion of First American's 
Directors, but of the Federal Reserve Board. In particular, 
the examiners at the Federal Reserve informed the Board of 
Directors in February, 1990 that, although operating income had 
declined slightly, total assets had increased 15.8% since the 
prior year's inspection and that the net interest margin of the 
Company was in line with its peer group banks. The Federal 
Reserve concluded that First American Bankshares was 
fundamentally sound, with modest weaknesses correctible in the 
normal course of business. 
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As we all know, since that tine, the country as a whole and 
the Washington region in particular have experienced a serious 
recession, which has been especially hard on real estate values 
in the Washington area. By the end of 1990, First American had 
realized significant losses for the year from its banking 
operations for the first time in its history. There has been 
much debate and commentary on the cause of this recession, on 
the overall health of our economy, and on the consequences to 
our banking system of past changes in federal legislation — 
issues that are well beyond the scope of my testimony today. I 
wish to stress, however, that the losses experienced this past 
year by First American are due largely to the external forces 
and events which could be neither controlled nor easily 
anticipated by First American's managers or directors. 
Fortunately, First American, unlike many other financial 
institutions, has a solid capital base that will help it endure 
the economic adversity currently facing virtually all banks. 

V. THE OW NE RSHIP Q ? CCAH 

The challenges that the past year has brought to First 
American have, of course, not been limited to the economic 
problems that have affected the entire industry. Beginning in 
Kay, 1990, the ownership of First American's ultimate parent, 
CCAH, became a subject of considerable media and congressional 
attention. As I indicated earlier, when I left' the Senate at 
the end of 1986, Mr. Clifford asked me to become a member only 
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of the board of the Maryland Bank and the Bankshares Board. He 
did not invite me to become a member of any of the senior 
holding companies above Bankshares. 

I have attached as an exhibit to this testimony an 
organizational chart that illustrates the relationship of First 
American Bankshares to its senior holding companies and its 
subsidiary banks. I have provided this chart because 1 think 
that understanding this organizational hierarchy and the 
accompanying allocation of authority and responsibility is 
essential for an intelligent discussion of the issues of 
concern to this Committee. 

As you know. First American Bankshares is a privately-owned 
bank holding company. As the Exhibit indicates, the stock of 
First American Bankshares is 100% owned by First American 
Corporation, which is in turn 100% owned by Credit and Commerce 
American Investments B.V. ("CCAI"), which is in turn 100% owned 
by CGAH. This ultimate parent is in turn owned by the 
individual shareholders. 

Until recently, the quarterly meetings of the Bankshares 
Board that I attended focused almost exclusively on the 
financial results of the subsidiary banks. There was no 
discussion of the operations of the senior holding companies. 
Nor, until recently, was there discussion of shareholder 
satisfaction with Bankshares 1 performance. I can recall one 
conversation with Clark Clifford prior to accepting a position 
on the Bankshares Board during which I inquired about the 
shareholders. He responded that they were the most wonderful 
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people. He said that they were very wealthy individuals who 
had entrusted the operations of First American completely to 
him, who never interfered in his management of the institution, 
and who were in this investment for the long term. He said 
that their attitude was so firm on this point that they did not 
even seek dividends but instead wanted earnings reinvested to 
expand the Bank. I also understood generally that the 
shareholders sought a degree of anonymity and that Mr. Clifford 
and Mr. Altman would and did control communications with them. 

Accordingly, until very recently, as I will soon describe, 

I had no contact with any of the shareholders. Communications 
with the shareholders were conducted exclusively at the CGAH 
level, under the direction of Messrs. Clifford and Altman. I 
understand that the corporate records of CGAH were maintained 
at the law firm of Clifford a Warnke and were not kept in First 
American's offices. 

It is, of course, the alleged relationship between this 
senior holding company — CGAH — and BCCI that has been the 
subject of so much attention which has unfairly affected the 
First American Banks. 

VI. AUDITS OF BANKING RELATIONSHIPS WITH BCCI 

It was in May, 1990 that the ownership of CCAH became the 
subject of renewed interest. Reoardies magazine featured on 
its cover a picture of Sheikh Zayed, apparently to suggest the 
author's view that the Bank was improperly owned by overseas 
interests. I was aware that First American's parent 
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corporation was owned by Middle Eastern investors. But I was 
not then, and Z am not now, opposed to foreign ownership of 
U.S. corporations — whether they be financial institutions or 
other businesses. Free movement of capital is essential to the 
health of our system. In my view, regulation discriminating 
against foreign capital would be morally offensive and 
economically disastrous. The fact of foreign investment in 
First American's parent corporation was not troubling to me as 
a director or as a citizen. 

The article did, however, raise certain questions that I 
and others at First American viewed seriously concerning the 
possible involvement of First American in BCCI money laundering 
activities and the possible influence of BCCI over First 
American's lending decisions. 

There were some prior allegations of a connection between 
BCCI and First American that surfaced following the indictment 
of BCCI and certain of its officers on charges of 
money-laundering in October, 1988. In a letter to the Board of 
Directors, the President and Chief Executive Officer and the 
employees of First American, Clark Clifford denied that BCCI 
had ever had any financial interest of any kind in First 
American or that First American had ever had a financial 
interest of any kind in BCCI. 

Several months later, the federal Reserve appeared to 
confirm Mr. Clifford's statement of the relationships between 
BCCI, the individual shareholders, and First American. At a 
First American Board of Directors meeting in February 1989, 
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officials of the Federal Reserve reported to the Board that the 
staff of the Federal Reserve had caspleted a special review of 
the relationships between BCCX and First American in connection 
with the application by First American to acquire the Bank of 
Escambia. The investigation, which was discussed with this 
Committee in recent testimony by officials from the Federal 
Reserve, concluded that there was no evidence of BCCI ownership 
or control of First American inconsistent with the 
representations made at the time of the original acquisition, 
and that First American's correspondent banking relationships 
with BCCI were conducted in the ordinary course of business and 
properly monitored. The Federal Reserve's conclusions were 
reported to the Directors by the Vice President of the Federal 
Reserve Bank of Richmond, Nr. Lloyd W. Bostian. 

Nevertheless, when allegations of improprieties relating to 
BCCI resurfaced in 1990 with the publication of the Reoardies 
article. First American's Chief Auditor, James Lewis, was asked 
to conduct A thorough audit of First American's operations. 

This audit, which began in Nay, 1990 and concluded in December, 
1990, involved an extensive review of transactions with BCCI. 

It found no adverse financial effecte on First American by 
reason of these transactions, and it found no flow of funds 
indicative of money laundering. It also found no evidence that 
any loan decisions were being controlled by, BCCX. 

The results of this audit were consistent with the findings 
of the Federal Reserve, as explained to this Committee in 
testimony two weeks ago by NT. Robert P. Black, the President 
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of tho Federal Reserve Bank of Richmond. Hr. Black indicated 
that since the Federal Reserve received the first tangible 
evidence of BCCI loans to the shareholders in late 1990 , a 
comprehensive, coordinated, and simultaneous inspection of the 
holding company and examinations of the subsidiary banks 
occurred that required 52 examiners from all 12 Federal Reserve 
Banks. The Federal Reserve team found no evidence of 
transactions with BCCI other than in the ordinary course of 
business, no evidence of abuse of the banks, and no evidence of 
significant exposure of First American to financial risk in 
connection with any BCCI transactions. This conclusion, as I 
noted earlier, was restated by William Taylor in his testimony 
before the Senate Banking Committee last Tuesday, when he 
agreed with Chairman Riegle that, despite intensive 
investigation, the Fed had yet to find probative evidence of 
operational control over First American by BCCI. 

VII. THE CREATION OF THE-SBECIAL OVERSIGHT COMMITTEE 

The results of the Levis Audit reported to the Directors in 
December, 1990 were important to all of us because they 
confirmed that the bank was not being used by BCCI in any 
improper fashion. For a time, it also seemed to lay to rest 
the allegations of BCCI control. 

The Directors, however, had new issues that we felt needed 
greater attention. As I have previously stated, although 1990 
had started out as another good year for the bank, the 
six-month period following the Federal Reserve's favorable 
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report to the Bankshares Directors in March, 1990 vara not good 
for tha ragion. Wa recognized this circumstance, aa did tha 
Fadaral Reserve. Othar banka in tha araa experienced similar 
or voraa datar ioration • 

Thua, in lata 1990 tha Bankshares Board — following 
conaultation with tha Fadaral Raaarva — creatad a Special 
Oversight Committee of tha Board. Tha Comikittaa idantifiad two 
areas that needed prompt attention: (1) tha need for an 

infusion of additional capital; and (2) tha need to conduct a 
thorough review of asset quality and credit review procedures. 

a. capital Inum 

First American has in tha last six months realized great 
success in addressing capital needs that have arisen as a 
result of tha rapid and dramatic changes in tha economy. In 
tha first six months of this year, tha Abu Dhabi investors have 
provided capital support approaching $200 million. In addition 
to this capital, tha holding company received in April 
approximately $6.8 million from tha sale of First American Data 
Services, Inc. It also received $71.5 million from the sale of 
Valley Fidelity Bank and Trust Company. 

Because of these efforts and the long-term view of our Abu 
Dhabi investors. First American today has a total risk-based 
capital-to-asset ratio of 9.86 percent of assets. That exceeds 
by 36 percent the current minimum ratio of 7.25 percent 
established by the Federal Reserve. The ratio compares 
favorably to an average for Washington-area institutions of 
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roughly 8.1 percent . Its measure of Tier 1 capital to 
risk-weighted assets is 8.56 percent, as compared to the 3.625 
percent that is currently required under the Basle standards 
and minimum federal guidelines. 

Notwithstanding this strong record of accomplishment, the 
Oversight Committee and First American's management continue 
actively to explore a variety of possible additional steps to 
improve capital, and intend to continue to move vigorously in 
maintaining and enhancing First American's capital position. 

b. Asset QralitY and Credit Review 

During the past year, improved policies and procedures to 
administer First American's overall loan portfolio have been 
developed and implemented. A revised credit review function 
coordinated by Bankshares for all of its subsidiary banks for 
identifying and classifying problem loans is now fully 
implemented. 

Bankshares has also implemented improved programs to 
provide the necessary training for loan officers and to conduct 
on-site loan reviews and classifications at the various banks. 
In addition, based on First American's initiative and guidance, 
several of the subsidiary banks have created oversight 
committees to review problem credits and develop plans to 
resolve them. Increased controls are now in place to monitor 
performance and to resolve troubled credits. 
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c. continuing Investigation* Re lating to BCCI 

Initially, the Oversight Committee believed its principal 
focus needed to be on the capital needs of the Bank and on a 
thorough review of the Bank's asset quality and loan 
procedures . However, questions about the ownership of CCAH 
resurfaced again in early 1991. Journalistic investigations 
were accompanied by legislative and executive branch 
inquiries. Robert Morgenthau, the District Attorney for 
Manhattan, was similarly interested. 

In light of these developments, the Committee determined 
that it needed to extend the reach of its activities to include 
closer monitoring and evaluation of the various investigations 
and the attendant management questions. Since the activities 
of Messrs. Clifford and Altman were the subjects of these 
inquiries, the directors collectively believed that greater 
direct involvement by us was necessary to ensure that 
independent judgment was being brought to bear on the bank's 
behalf. Accordingly, I joined other directors of the Bank in 
meetings with Mr. Morganthau, Mr. Taylor of the Federal Reserve 
and Senator Kerry who chairs a Senate subcommittee that has 
been examining this issue for some time. We also have met with 
representatives of the Joint Liquidators of BCCI and with 
officials of the Bank of England. By these meetings we sought 
to pledge the Bank's cooperation in the effort to bring to 
light all relevant facts and to learn for ourselves more about 
the allegations that we viewed as unfairly injuring the Bank. 
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VIII. RESIGNATION S OF MR- CLIFFORD AND HR. ALTMAN 

In the six-month period from February through July of this 
year, it became increasingly clear that the continued presence 
of Messrs* Clifford and Altman would be detrimental to First 
American, because of the continuing publicity relating to 
BCCI. As you know, Messrs. Clifford and Altman were the focus 
of much of this publicity. After various discussions with the 
directors and the Federal Reserve concerning their role in 
First American's management, Messrs. Clifford and Altman 
decided to resign on August 9, 1991. 

This was obviously a painful decision for them, because 
they had spent many years running this institution, and, as 
this Committee has been assured, they firmly believe that they 
will be vindicated of any wrongdoing. Nevertheless, they, like 
the directors before you today, recognized that the publicity 
centering on their alleged relationships with BCCI, whether 
justified or not, would adversely affect confidence in their 
leadership and in the institution itself. 

My agreement with this decision should not be 
misconstrued: I did not reach a judgment that Mr. Clifford or 

Mr. Altman had committed or condoned any violation of law, but 
only that their continued leadership would no longer serve the 
best interests of this important financial institution. 

Whether any wrongdoing has been committed by any party is being 
vigorously investigated by several law enforcement bodies. 

Mr. Clifford and Mr. Altman are, of course, entitled to the 
same presumption of innocence and the same opportunity to 
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defend themselves as any other American citizen. In light of 
the complex, disputed and incomplete factual record, it would 
be highly inappropriate to speculate on the possible legal 
culpability of any party* This is particularly true with 
respect to assertions allegedly supported by records supposedly 
kept by BCCI, since a good deal of information indicates that 
BCCI did not keep regular records and may well have 
deliberately manufactured records. 

Immediately after accepting the resignations of Messrs. 
Clifford and Altman, the remaining First American Bankshares 
Board members contacted Mr. Katzenbach -- who, as you know, was 
formerly Attorney General of the United States and General 
Counsel of IBM — and asked him to meet with us to discuss the 
possiblity that he would assume the chairmanship of First 
American Bankshares. Through several meetings in the ensuing 
days, ve were able to frame conditions that would permit 
Mr. Katzenbach to accept this responsibility. 

IX. CTRMMT PBJBCmBS 

Since the resignations of Messrs. Clifford and Altman in 
mid-August, the First American Directors, working with Mr. 
Katzenbach, have sought to achieve three primary objectives. 

The first is to bring in a new Chief Executive Officer to 
replace Jack Beddow, who is past due his scheduled date for 
retirement. Jack has had a long, productive and distinguished 
career at First American. His calm and steady leadership has 
played an important role in helping guide First American 
successfully through this turbulent period. 
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The CEO search has gone wall, and vs expect to make an 
announcement in the near future* The process has been quite 
deliberate and thorough* With the assistance of a consultant 
who specializes in the recruitment of senior executives in the 
banking industry, ve started with a list of more than thirty 
prospective candidates — all from outside First American — 
and interviewed approximately one-third that number. We have 
been especially pleased with the level of interest in this 
position among very qualified individuals. The' new CEO will 
bring to First American both an impeccable reputation and a 
wealth of banking experience* 

Our second primary objective is the establishment of a 
trust to hold at least 75%, and perhaps 100%, of the stock of 
CGAH or CGAI. Such a trust arrangement was first proposed 
about six months ago by the Abu Dhabi shareholders and the 
Federal Reserve in response to the Federal Reserve's 
requirement that BCCI come up with a plan for divestiture of 
whatever interest it may have in First American. The Abu Dhabi 
shareholders have been willing to submit their shareholdings to 
this trust, despite the fact that there are no allegations that 
their shareholdings have been financed by BCCI or are in any 
way improper. The concept was, and is, that the trust will 
have power to exercise the shareholder's franchise. 

Progress on the details of the trust arrangement languished 
for several weeks after the provisional liquidators of BCCI 
were appointed in early July. Nick Katzenbach, in the 
discussions leading up to his nomination as Chairman of First 
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American, immediately recognized the benefits offered by the 
proposed trust arrangements. His insistence that it be 
implemented as soon as possible prompted renewed progress on 
the trust arrangement. 

Although some of the technical details are still being 
worked out by the lawyers, a majority of the CCAH stockholders, 
as well as the British and Luxembourg liquidators have agreed 
that: (1) the trust will have the exclusive authority to vote 

the stock of First American's holding company that is placed in 
it; and (2) the trust will be independent of any control by the 
stockholders. This trust arrangement will enable First 
American to proceed now to a new stage in its life, without 
becoming entangled in disputes regarding its ultimate ownership 
that could take years to resolve. 

X. CONCLUSION 

First American's ability to compete successfully in this 
difficult economic climate has been undercut by the 
considerable confusion that has been created by publicity 
related to BCCI. Because it has been alleged that BCCI 
controlled shares of CCAH, First American has been associated 
with BCCI in much of this publicity. This has unfairly 
tarnished the reputations of First American and its many 
employees. It is important that this Committee understand and 
make clear to the public that the alleged ownership of CCAH 
shares by BCCI does not reflect adversely on the integrity of 
First American or its employees. 
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It is undisputed that no irregularities or illegal 
transactions were discovered by the Federal Reserve in its 
detailed audits of account relationships with BCCI. The 
Federal Reserve has not alleged that any First American 
employees have been involved in illegal activities. In 
particular, the Federal Reserve found no evidence of any money 
laundering activities at First American banks. 

It is also undisputed that the shareholders of CCAH have 
not taken money out of First American but have, in fact, 
contributed substantially to the financial strength of First 
American's banks over the years. The shareholders have 
contributed in excess of $400 million in capital, and no 
dividends were ever paid out to the shareholders. All of First 
American's substantial profits were reinvested in the 
institution. 

I would note that the Abu Dhabi shareholders, whose 
purchases are not alleged to have been financed by BCCI, have 
been particularly cooperative over the past year. First 
American's ability to deal with the current recession and real 
estate market downturn has been substantially enhanced by the 
willingness of the Abu Dhabi shareholders to act as a source of 
strength. Many other banks attempting to deal with the current 
economic conditions do not have the benefit of such investor 
support. 

The central concern of this Committee and of the Federal 
regulators is whether BCCI violated the Bank Holding Company 
Act by acquiring secretly ownership of a majority of CCAH stock 
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through loan agreements which BCCI is allagad to hava antarad 
with carta in individual shareholders. Thera is no quastion but 
that nona of the directors before you today — nor any other 
currant employees of First American — had any knowledge of 
these agreements or of BCCI 1 s alleged ownership of CCAH. 

Indeed, we still have never seen these loan agreements. I have 
discussed the alleged ownership interest of BCCI in CCAH stock 
with the representatives of the Joint Liquidators of BCCI. The 
Joint Liquidators were unable to confirm that BCCI in fact owns 
CCAH stock. They explained to me that no CCAH stock 
certificates appear to be in BCCI f s possession, and that their 
claim to ownership will rest on certain contracts whose 
validity may be disputed. It may be true that when the 
disputed facts are settled, a violation of bank regulatory law 
will be proven. At present, that is purely a matter of 
speculation. What is not speculative, however, is that none of 
First American's employees are in any sense at fault in these 
events. I seek your cooperation in preventing any further 
injury to the reputation of the First American banks and 
employees that have served their communities so well. 

In conclusion. Hr. Chairman, I wish to note that First 
American has been gratified by the high degree of loyalty and 
confidence its customers and depositors have displayed in 
recent months, despite the highly sensationalized and 
misleading publicity. 

Once again, I thank you, Mr. Chairman, for this opportunity 


to appear here today 
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ORGANIZATION CHART OF BANK HOLDING 
COMPANIES & SUBSIDIARY BANKS OF 
FIRST AMERICAN 






























108 


8307a 


ATLANTA 

AUSTIN 

CHICAGO 
CLEVELAND 
COLUMSUS 
O ALLAS 
FRANKFURT 


MONO KONG 


IRVINE 
LONDON 
LOS ANGELES 
NEW TOOK 
AAAIS 


RlVAOH 

TAIACI 

TOKYO 


^r/D 


JONES. DAY. REAVIS & POGUE 

METROPOLITAN SQUARE 
14S0 G STREET. N W 
WASHINGTON. O C 2000S20SS 


Sapteaber 5 , 1991 


TKLEPHONE 203 S7* 2*3* 
TELEX DOMESTIC SS2AIO 
TELEX INTERNATIONAL S43S3 
CABLE ATTORNEYS WASHINGTON 
FACSIMILE 202 737 2S32 
WAITER S OIRECT NUMBER 


Tha Honorable Henry B. Gonzalaz 
Chairman 

Coaaittaa on Banking, Pinanca and Urban Affairs 
Housa of Raprasantatives 
Washington, D.C. 20515 

Daar Mr. Chairaan: 

In rasponsa to your lattar of August 27, 1991, tha ansvars to 
tha quastions propoundad by you ara as follovs: 

1. Biography anclosad. 

2. I was invitad to bacons a maabar of tha Board of 
Diractors of First American Banksharas by Clark Clifford. 

3. I as a dir actor of First American Banksharas and of 
First Anarican Bank of Maryland. 

4. Mr. Clifford and Mr. Altaan ara lav partnars in tha 
fim of Clifford and Waraka. I had no knovladga of any 
association batvaan than and BCCI until it vas raportad in tha 
pres*# nor did I knov of any intarast of BCCI in CCAH, CCAI or 
First American. Z an not a vara that BCCI avar inf luancad 
management practicas of First Anarican, but hava had no 
opportunity to obsarva tha oparations of CCAH or CCAI. 

5. I hava navar borrovad any money froa First Anarican, 
CCAH, CCAI, ICIC, or BCCI, nor ovned stock in any ona of than. 
Tha conpansation Z hava racaivsd has baan tha authorizad 
diractors' faas of $1000 par diractors nesting, $500 par 
conaittee nesting, and $3000 quarterly retainer at First 
Anarican Banksharas; and $400 par diractors nesting, $300 par 
conaittee nesting, and $1000 quarterly retainer at First 
Anarican Bank of Maryland. (Jonas, Day, Raavis a Pogue, a lav 
firn in which I an a partner, has baan advising tha Oversight 
Conaittee of tha Board of Diractors since February 1991.) 

6. Nona 

7. Nona 

8 . Nona 
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JOKES. DAY. MEAV1S * POOUE 


The Honorable Hanry B. Gonzalez 
September 5 , 1991 
Page 2 


9. None. Z had no knowledge of the BCCX Legal Defense 
Fund until it was reported in the press. 

10. I had no knowledge of any BCCI loans to Nr. Clifford 
and Mr. Altman until approximately February 1991 , when I was 
advised of them by the First American auditor. 

I hope that these answers will be helpful to the 
Committee's consideration of this matter. 

Sincerely, 

Charles McC. Mathias 



no 


MATHIAS, CHARLES MCCURDY, JR, lawyer, former U.S. senator, b. 
Frederick. Md.. July 24. 1922; s. Charles McCurdy and Theresa McBfreab 
(Trail) M.; at. Ann Hicklini Bradford. Nov. L 1991; children: Charles 
Bradford. Robert Fiske. B.A.. Haverford Coll.. 1944; student. Yale U, 
1943-44; LL.B, U. Md.. 1949. Bar: Md. 1949. U.S. Supreme Cl. 1994. 
Asst. atty. gen. of Md.. 1953-54; dty atty. Qty of F rederi ck , 1994-59; mem. 
Md. Ho. of Dels.. 1951 l?lh-90th Congresses from 4th Dist. Md, U.S. 
Senate from Md, 1969-17; now ptnr. Jones Day Reavis and Pogue. Wash- 
ington. Served from seaman to capt. USNR. Decorated Order of Merit 
(Federal of Republic Germany). Legion of Honor (France). Order at Orange 
Nassau (The Netherlands). Order of Brit. Empire (Eng.). Republican. Epw- 
copaHan. Office: Jones Day Raavie A Pogue 1490 O St NW Ste 400 
Washington DC 20009 
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SUBJECT 


HALP YEARLY REVIEW OP PAB 


BOARO OF GOVERNORS 
FEDERAL RESERVE SYSTEM 
EXtRSfl* 

to & 


Please find enclosed a review of Pirst American Bank shares for 
the half year ended June 198 *. The Bank has achieved the budgeted 
figure for deposits and exceeded that for loans. The detailed figures 
are given on Page 1 of the review and the Bank Managements comments 
are given in the covering letter dated 19th July, 1964, attached 
to the Plnanclal Report which la enclosed. 

I would, however, like to draw your attention to the net Income 
figure of U.S.S 11.802 million, which Is 1.2* lower than the budgeted 
Income figure of U.S.S 11.949 million. The net Income before 
Federal Income Taxes for whe half year ended June 1984 was U.S.S 
17.989 million, as opposed to the budgeted figure of U.S.S 20.284 
million which is a shortfall of 11.3*- The actual provision for 
Income Taxes of U.S.S 3*762 million is only 20.91* as against the 
budgeted tax provision of U.S.S 5*484 million which was 28.8* of 
the respective pre-tax income. Thus a U.S.S 1.41 million adjustment 
has been made in the actual provision for taxes to bring the net 
income after taxes in line with the budgeted net income. The detailed 
analysis of the PAB group performance is included in the review 
and financial report attached. 


4 


It is, therefore, apparent that Pirst American Bank sbarEs h^VcP 
failed to achieve their budget for the half year ended 30th.. June 
1984, by U.S.S 1.56 million. 


Perhaps Mr. Altman may require some assistance and in enabli ng 

him to reach the budgeted income figured lry the sjcetitfiiair or 1964T" 
without further increasing their loan p&ctfgMo" sjg raising the 
loan/deposit ratio beyond the existing 6V?f2*. 


Q 1 


\r 


SHAHID JAMIL 




*■ t*”** *T^ -7 -fc. 



112 


LEGAL FEES PAID TO CLIFFORD AMD WARNKE IN RELATION TO 
FIRST AMERICAN BANKSHARES , CREDIT AND COMMERCE AMERICAN 
HOLDINGS AND FIRST AMERICAN CORPORATION:. 


Tine Period 


Amounts 


Oct. 1 to Dec. 31, 1982 
Apr. 15 to Dec. 31, 1982 
July 1 to Sept. 30, 1982 
Jan. 1 to Mar. 31, 1983 
July 1 to Dec. 31, 1983 
Oct. 1 to Dec. 31, 1983 
Apr. 1 to June 30, 1983 
Oct. 1 to Dec. 31, 1983 
Jan. 1 to June 30, 1983 
Apr. 1 to Sept. 1983 
Jan. 1 to Mar. 31, 1983 
July 1 to Sept. 30, 1983 
Oct. 1 to Dec. 31, 1984 
Jan. 1 to Dec. 31, 1984 
Jan. 1 to Dec. 31, 1984 
Apr. 1, 1982 to Feb. 29, 1984 
NOV. 1984 

Apr. 1 to June 30, 1984 
Feb. 1 to June 30, 1984 
Jan. 1 to March 31, 1984 
July 1 to Sept. 30, 1984 
Aug. 11, 1983 to Feb. 29, 1984 
Mar. 1, 1984 to Feb. 18, 1985 
May 1 to June 30, 1985 
June 1 to Aug. 31, 1985 
July 1 to Dec. 31, 1985 
Jan. 1 to Dec. 31, 1985 
Mar. 1, 1984 to Feb. 18, 1985 
Jan. 1 to Mar. 31, 1985 
Oct. 1 to Dec. 31, 1985 
Feb. 19 to Apr. 30, 1985 
Feb. 19 to June 30, 1985 
Jan. 1 to Dec. 31, 1985 
July 1 to Dec. 31, 1985 
March 1985 

Apr. 1 to June 30, 1985 
Dec. 1, 1984 to Mar. 31, 1985 
May 1 to June 30, 1985 
Feb. 19 to June 30, 1985 
July 1 to Sept. 30, 1985 
Feb. 19 to Apr. 30, 1985 
Jan. 1 to Aug. 31, 1986 
Jan. 1 to Mar. 31, 1986 
Jan. 1 to Dec. 31, 1986 
Dec. 1 , 1985 to Feb. 28, 1986 


149,142.97 

37.794.00 

201.453.36 
3,657.98 

43,520.44 

191,546.53 

160,583.79 

17,130.16 

31,686.86 

22,364.80 

171,980.67 

190.109.37 
197,804.63 

33,889.34 

70,866.18 

236,480.30 

247.50 
195,727.07 

7,285.32 

186.116.84 

190.124.84 

29.295.53 

19.549.54 
2,840.55 
2,957.50 

32,797.96 

44,084.98 

266,503.59 

223,389.87 

231,273.48 

66.860.00 
35,712.50 
61,904.59 
44,772.20 

973.50 
207,707.03 

2,515.04 

5,681.11 

36,352.08 

222.547.02 
73,091.46 
17,671.10 

246.936.03 
69,588.89 
14,099.31 
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Sept. lr to Dec. 31, 1986 
Apr. 1 to Dec. 5, 1986 
Apr. 1 to June 30, 1986 
Dec. 1, 1985 to Nay 1, 1986 
Jan. 1 to Aug. 31, 1986 
Apr. 1, 1985 to Jan. 31, 1986 
July 1 to Sept. 30, 1986 
Oct. 1 to Dec. 31, 1986 
Sept. 1, 1985 to Feb. 28, 1986 
Apr. l to Aug. 31, 1986 
Oct. 1 to Dec. 31, 1987 
Nov. 4, 1986 to Jan. 12, 1987 
Jan. 1 to Dec. 15 1987 
Jan. 1 to Dec. 31, 1987 
July 1 to Sept. 30, 1987 
Mar. 1 to Dec. 1987 
Apr. 1 to June 30, 1987 
Jan. 1 to Dec. 15, 1987 
Jan. 1 to Feb. 28, 1987 
Mar. 1 to Dec. 31, 1987 
Jan. 1 to Mar. 31, 1987 
Oct. 1 to Dec. 31, 1988 
Aug. 23, 1987 to Mar. 1, 1988 
July 1 to Sept. 30, 1988 
Sept. 23, 1987 to May 31, 1988 
Jan. 1 to Dec. 31, 1988 
Dec. 6, 1986 to May 31, 1988 
Jan. 1 to Mar. 31, 1988 
June 1 to June 30, 1988 
Oct. 16, 1987 to Apr. 29, 1988 
Jan. 18 to Mar. 29, 1988 
Apr. 1 to June 30, 1988 
Oct. 1 to Dec. 31, 1988 
July 1 to Sept. 30, 1988 
Jan. 1 to Dec. 31, 1988 
December 31, 1989 
Through Dec. 31, 1989 
Jan. 1989 

Jan. 1 to Mar. 31, 1989 

Through Jan. 15, 1989 

Apr. 1 to June 30, 1989 

Aug. 1989 to Dec. 31, 1989 

July 1 to Sept. 30, 1989 

Jan. 20 to May 31, 1989 

Jan. 1 to Dec. 31, 1989 

May 1, 1988 to Mar. 24, 1989 

Oct. 1 to Dec. 31, 1989 

Feb. 1 to Apr. 12, 1990 

From Aug. 1, 1990 

Jan. 17 to May 24, 1990 

From Aug. 1, 1990 

Sept. 25, 1989 to Jan. 31, 1990 

Apr. 1 to June 30, 1990 

Jan. 1 to March 31, 1990 


4,956.26 

55.826.78 
247,064.33 

5,897.91 

15,015.41 

87.400.81 
269,898.48 

267.577.46 

1.038.75 
1,073.18 

281,735.38 

29.936.12 

1.028.75 
64,821.45 

274,820.77 

510,022.73 

270,898.32 

1,028.75 

313,208.27 

70,074.89 

273,323.43 

273.610.01 
24,405.88 

17.447.12 
25,287.48 

84.072.24 

90.176.26 
286,579.35 

63.174.78 

27.129.25 
9,557.97 

279,284.54 

19,672.67 

268,507.92 

123.924.46 
23,686.69 
21,655.11 

123,712.22 

297,116.82 

33,647.86 

297.119.01 
6,451.33 

290,515.95 

21.459.81 
61,336.18 
43,661.59 

295,825.70 

1,029.46 

36.485.27 
141,668.91 
201,379.10 

7,424.80 

296,494.51 

$295,495.88 


TOTAL AMOUNT 


$11,434,262.17 
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I «*l MMUMUAM HA 


MEMORANDUM 


TO: 

FROM: 

DATE: 


RICHARD D. BARRETT 
SELMA HABIB 
6/16/86 



Subject: BCCI 


Bank of Credit and Commerce International Societe Anonyme, Washington D.C. 
Representative Office, is headed by Mr. Sani Ahmad, Cheif Representative. 

It is not a full service, deposit taking branch but rather an 
information gathering office involved also in developing business for 
FABNA. Some of the same investors that own First American Bankshares, Inc. 
also own BCCI, and as a result, FAUNA is often referred as being "like 
one of us" by its officers. 

Presently, BCCI Wash, maintains its office account no. 3-294-560 since 
2/7/84 when Maureen Lord and Wendy Livingston opened the account. Since 
its opening when I assisted Ms. Livingston in servicing the account, 

I have come to service, maintain, and develop our relationship with 

BCCI and its staff. The BCCI account has an average balance of $198,157.00. 

Among the staff of BCCI please note the following: 

Mr. Sani Ahmad, Chief Representative: Mr. Ahmad is a L-A customer and 

recently increased his asset-line to $200,000.00. He maintains three 
personal accounts with us and has referred several associates . 

Mr. Amjud A wan. Officer: Mr. Awau is a signer on the account. He is 
our Latin connection. He maintains his personal account with us with an 
asset-line. He seems to be second in charge. 

Mr. Abbas Haider, Officer: Mr. Haider is also a signer on the account. 

He maintains his personal account with us. 

Mr. M. M. Ahmad, Adviser: He does not maintain his account with us; 

although we have tried to persuade him to switch from ASB. 

Cathy Pyle, Officer: Formerly witli Clifford 6 Warnke, Ms. Pyle handles 

all cf Mr. Ahmad's personal affairs as veil as office management matters. 
She maintains her accounts with us. 

Dr. Dragoslav Avramovic, Economist: He has a PH.D. in Economics from the 

University of Belgrade. He was with the World Bank from 1953 - 1977. He 
maintains his personal accounts with us. 


CONFIDENTIAL 

FA0370432 
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Shahid Khan, Officer: Mr. Khan Is our Red China connection. He maintains 

his personal accounts with us. 

Syed H. Wasti, Accountant: He is the main contact on the daily account 

transactions. He has assisted in making calls on prospects that BCCl has 
referred and many times actually completes the required paperwork to open 
an account. 


First American Bank, N.A. uses UCCl's services for advising international 
letters of credit. We also advise letters of credit on their behalf. Ue 
also relay telexes through them. Ue do not maintain a correspondent 
relationship with BCCI; however. First American Bank of New York does 
maintain a correspondent relationship with BCCI London. 


CONriDCNTlAL 


47-402 


39 


FAO370433 
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S/S 

, Q/. £0000 


Hay 8, 1986 


BOARD OF GOVERNORS 
FEDERAL RESERVE SYSTEM 
EXHIBIT 




oiMceT unc isoai •«•-««> t 


Mr. Swaleh Naqvi 
Bank of Credit and commerce 
International 
100 Leadenhall Street 
London, England EC3A 3 AD 

Dear Mr. Navqi: 

I an enclosing the nenoranda gttf$cefitftfg the acquisition 
of the National Bank of Georgia 'jffcscussed in 

Luxembourg. Several points shouU*$V^|^ed: 

1. The nenoranda conside/^DDAB/ble paynent by the 
investors of 50-60 million dol llSJs ofcraeir CCAH stock in 
addition to cash. It is hopedMJiat negotiations a paynent 
involving CCAH stock would notDvm&feasary . Any such paynent 
that is required would have to con^cron .the stock currently 
held by the investors since CCAH itself is not now acquiring 
the company. When the investors subsequently contribute the 
NBG stock to CCAH, and receive additional shares of the 
Company, it will - dapanding on valuations - affactivaly 
dilute the initial ownership position of Dr. Pharaon in CCAH. 





2. in discussions with Dr. Pharaon, it should be noted 
that significant tax advantages would appear to accrue to him 
by reason of the sale to the investors rather than a sale to 
NCNB. 



3. in an analysis prepared by Mr. Scoff one. Senior Vice 
President and Treasurer of First American Bankshares, NBG 
financial statements as of March 31, 1986 were used which 
disclose stockholders' equity of 93.9 million. This figure 
is, of course, higher than the year-end numbers on which we 
had been relying, and which Dr. Pharaon had mentioned. 


4. In making our analysis, certain assumptions were 
necessary. These have generally been explained in footnotes 
in the documents. 
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Mr. Swaleh Naqvi 
May 8, 1966 
Page 2 


5. Tha transaction we structured contemplates (60 
million in debt. It would be appropriate if BCCI itself 
wished to consider being a lender. 


6. Our review makes clear that the creation of a 
separate company to acquire NBG until CCAH is able to own it 
would raise significant financial problems. Were our inves- 
tor (s) to purchase the bank individually^ or as a group, we 
could avoid these problems, including/^ga^eation of signi- 
ficant goodwill on the books of the/ 

7. It is hoped that negotic^dpfiT^uld produce a deal 

for 6160 - $175 million in cashy^c^jpyvtock. Mr. Scoff one 
provides information concernina/jty^brfj^s /other bank sales, but 
it is clear that we are nearin^^j$r..^fe^t at which this pur- 
chase is too expensive. And/^e, fcajfcVnever seen a written bid 
from NCNB. /JP *V 


We understand that NCf&hj 
acquisition, and several broU 
increasingly important to cone] 
other as soon as possible. 


loaked news of their NBG 
r are aware of it. it becomes 
hde this matter one way or the 


If you have any questions, please call me. 
will forward this information to Mr. Abedi. 


I trust you 


Sincerely, 

Robert A. Altman 


Enclosures 
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TO: Robtrt A. Altman 

FROM: A. Vincent Scoffone 

SUBJECT: Acquisition of NBC 


BOARD OF GOVERNORS (4 

FEDERAL RESERVE SYSTEM 
EXHIBIT 

M. 


DATE: May 7, 1986 


You have askad me to analyse the potential acquisition of the National Bank of 
Georgia ( * NBC" ) . 

Value of NBG 


At March 31, 1986, NBC's total stockholders' equity was $93.9 Billion. For 
purposes of determining e fair value of NBG, I have assumed that NBC's tangible 
net vorth is equal to Its stated book value. NBG does report $27,000 In 
Intangible assets but that amount Is Insignificant. The investment portfolio 
at year-end 1983 reflects appreciation of approximately $3 alllion. Offsetting 
this could be potential losses In the loan portfolio jt^aalng from nearly $23 
allllon In non-performing loaos and other real 

Potential Purchase Price 


The latest Information ve have In 
183 deals nationwide have been 
The median purchase price to book^tlue 
to earnings wes 12.56x. For NBG, 
allllon as a multiple of book and 
1986 annualized earnings. 



In the past twelve months 
stock and 63 for cash. 
f2x and the median purchase price 
put the purchase price at $132 
llllon as a multiple of 1st quarter 


NBG may be a unique situation because of Its location In Atlanta, Georgia and 
therefore a prtalua over the eedlan purchase price eay be appropriate. In 
reviewing sales of banks In Georgia, Florida and South Carolina, a median 
purchase price of 2.11x book value was determined. Once again the premium over 
the nationwide median purchase price Is the result of these banks being located 
in the Southeast region of the United States. 

It Is mv opinion that a fair purchase price for &B<? would approximate 2. 25x 
book value. This would yield a purchase price of~$211 million. This would 
represent a multiple or 16.3X 1st' quarter 1986 annuillzed earnings. 


Structure of Transaction 


First American Bankshares, Inc. ("FABI") is prevented from acquiring NBG 
because of Georgia law requiring an out-of-state acquiror having 80S of Its 
deposit base located In the Southeast Region, as defined. First American does 
not meet the deposit test because of Its banks located In New York, Maryland 
and Washington, D.C. 
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Ic Is ay understanding that a least 25Z of tha purchase pries would ba funded 
by borrowed funds and that ehe remaining 7SZ would be funded through equity 
capital* X have looked at the possibility of setting up a foreign or domestic 
company to make the acquisition. Such a company would be considered a bank 
holding company and as such would have to make application to the Federal 
Reserve for approval* 


In reviewing the financial aspecta Of the transaction, X have determined that 
this company would have difficulty in getting an application approved from two 
aspects* First, this company's potential cash flow from dividends from NBC and 
tax benefits derived from its tax operating loases would not be sufficient to 
fund the acquisition debt on a current basis* Secondly, at a purchase price of 
2*25x book, significant goodwill would be generated. In viewing the capital 
adequacy of this company, the Federal Reserve would offset the goodwill against 
the equity capital, leaving this company in a poor capital adequacy position* 

I do not believe that sattlng up a shell bank holding company Is the 
appropriate way to proceed* 


A better way to proceed would be to have one or more of our foreign investors, 
individually or es a group agree to acquire NBC . Depending upon how the gratia 
is structured. Comptroller of the Currency and/or Federal Reserve approval 
would be necessary* 

Economic Aspects of the Transaction 


At a potential purchase price of $211 mlllij 
with cash of $16 0 million and $51 millloj 
Holdings, N.V. ("CCAH") stock* 

The $160 million In 
investors owo^msrftal ~and~2 ) $ 60 i 
investors /Such as BCCI or ~BAII. 



be structured 
ree American 


^ - l) $100 million from 

a third party lender known to the 


The 

at 


$51 million in CCAH stock would represent approximately 7,700 shares valued 
approximately $6,600 per share or approximately 4*^t^f outstanding shares* 


Summary 


In summary, this transaction would be highly beneficial to the present owner of 
NBG* The bank would be sold at a significant premium over both the national 
and local median aisles prices* The seller would realise 7SZ of the proceeds in 
cash with the remaining 2SZ in stock of a company that haa appreciated in value 
significantly in the past four years and whose potential for further 
appreciation is unlimited baaed upon the location of the assets of the company* 
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National Bank of Georgia 
Acquisition Alternative 

PHASE I 


l**l 


1 . 

2 . 

3 . 


4 . 


5 . 


One to four foreign Investors or sore agree to acquire National Bank 
of Georgia ( M NBG~) Individually or acting as a Group. 

Regulatory approval will have to bo obtained from either the 
Comptroller of the Currency or the Federal Reserve Board* 

Consideration to be paid by the Investors for NBG will consist of 
the following: 

* $160 nllllon In cash t plus. If necessary 

* $50 - $60 Billion in CCAH stock now owned by the Investors - 
stock and aaount subject to negotiation with Seller (CCAH 
stock valued at 3 times book*) 


Source of funds will be froa the following: 

* $100 Billion froa Inv 

* $60 Billion froa third part£ 
lender 

* Such CCAH stock cui 
Result of transaction: 

* Investors own 100Z 


* Seller of NBG owns approxlaately S*0Z of CCAH, if CCAH stock 
becomes part of purchase price 



r BAII could be 


as needed 


* It Is noted that NCNB is currently trading at nearly 2 tlaes book and could 
value its stock higher in negotiations with the Seller* A three times 
multiple for CCAH equals NBG's multiple in their deal and is not 
unreasonable* 
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National Bank of Georgia 
Acquisition Alttrnatlva 

PHASE 2 




1. BMC effort la made Co persuade Federal Reserve or change Ceorgla lew 
to allow CCAH co acquire NBC. (Estimated dee to succeed - t peer) 

2. Investors Chen contribute 1001 of NBC stock - valued at 3 tines book* 
~ 1« exchange for approximately 13,000 shares of CCAH and CCAH assumes 
$60 million debt. 

3. CCAH records the stock of NBC on Its books at underlying net aseets. 

4. CCAH contributes Its 1001 ownership In NBC down through the chain of 
companies to FABI and FABI assumes the debe of CCAH. 

3. ' FABI records the 1001 ownership la NBC at underlying net Msets, 

assumes the $60 million In CCAH debt and records the difference as a 
capital contribution. 

6. Result of transaction! 

* FABI owns 1001 

* FABI* a capital 
underlying net 
million debt 

* FABI’s long-term 

* FABI* a cash flow la sufficient to fund the acquisition debt. 

* FABI has acceptable debt/equity and capital/asset ratios 
following the acquisition of NBC by CCAH. 

* CCAH ownership by NBC seller Is reduced to approximately 4.0Z. 



* Including Increase In NBC value during the year. 
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National Bank of Caorgla 
10 Year ProJ action* 

($ In Billions) 



Average 

Assets 1 2 

Net In coaa 

, Average. 

i z Capital' 

* Dividends' 

1983 

$1,409.0 

$11,058 

$85.7 

$ 


1986 

1,620.0 

14*580 

97.2 


3.1 

1987 

1,863.0 

16.767 

111.8 


2.2 

1988 

2,143.0 

19.287 

128.6 


2.5 

1989 

2,464.0 

22.176 

147.8 


3.0 

1990 

2,834.0 

25.506 

170.0 


3.3 

1991 

3,259.0 

29.331 

195.5, 


3.8 

1992 

3,748.0 

33.732 



4.3 

1993 

1994 

4.310.0 

4.957.0 

“ mm 

5.1 

5.8 

1995 

5,700.0 

51.300 

^>W2.0 


6.7 

1996 

6,555.0 

58.995 

393.3 


7.7 


1 15Z Compound Growth 

2 0.9Z Rsturn on Assets 
6Z Gross Capital to Aasat Ratio 
Amount to aalntala 6Z Capital Ratio 


A 
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National Bank of Ceorgla 
Acquisition Debt 
($ in oilllons) 


1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 


Debt 

Outstanding 


$60.0 

60.0 

60.0 

60.0 

54.0 

48.0 


Interest 2 

$6.0 

6.0 

6.0 

6.0 

5.4 

4.8 


Principal 


3 


$ - 


6.0 

6.0 



Assumed takedown at 1/1/86. 

2 Average Interest rets over life of debt fixed at 10Z. 

3 Principal payments begin In 4th year and escalate. 


(o( 

Total 

Debt 

Service 

$ 6.0 

6.0 

6.0 

6.0 

11.4 

10.8 

12.0 

11.2 

12.2 

11.2 

12.0 
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National Bank of Gaorgla 
Cash Flov Ralatad to Acquisition 
($ in (Billions) 





Dividends l 

Tax . 
Benefits 2 

Total 

Cash 

Inflow 

Debt 

Service 3 

Net 

Cash 

Flov 

1986 

$ 3.1* 

$2.8 

$ 5.9 

$ 6.0 

$-0.1 

1987 

2.2 

2.8 

5.0 

6.0 

-1.0 

1988 

2.5 

2.8 

5.3 

6.0 

-0.7 

1989 

3.0 

2.8 

5.8 

6.0 

-0.2 

1990 

3.3 

2.5 

5.8 

11.4 

-5.6 

1991 

3.8 

2.2 

6.0 

10.8 

-4.8 

1992 

4.3 

1.8 

6.1 

12.0 

-5.9 



Principal and Interest payments (at 10Z) on $60 aillioo debt - first 4 yaars 
interest only* 


* Dividends can noc be paid in 1986 without incurring 30Z withholding tax* 
Investors would have to service debt for first year until CCAH acquires NBG* 
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First American Bankshares, Inc. 
Acquisition Ratios 
($ in millions) 


°l°l 


Primary Capital to Assat Ratio 


Total Assets Projected at 12/31/86 
First American Bankshares, Inc. 
National Bank of Georgia 

Total Consolidated Assets 


Add: 

Projected Reserve for Loan Losses 
First American Bankshares, Inc. 
National Bank of Georgia 


Adjusted Consolidated Assets 




Total Capital Projected at 12/31/86, ineludij) 
injection of $23 million during 1986 
Capital Contribution resulting from the JfBC ■ 




Total Consolidated Capital 
Projected Reserve for Loan Losse^ 


Adjusted Primary Capital 




Primary Capital Ratio (Regulatory Minimum - 5.50% 

Total Capital Ratio - depends upon long-term debt used 
for this purpose 


$6,785.0 

1,620.0 

8,403.0 


39.0 

13.6 


52.6 


$8,457.6 


$ 397.2 
25.0 


422.2 

52.6 


$ 474.8 


5. 6 IX 


Parent Debt to Equity Ratio 


Projected Debt at 12/31/86 

First American Bankshares, Inc. 9 50.0 
NBGFC Existing tong-term Debt 21.0 
NBG Acquisition Debt 60 *° 


Total Parent Debt $ 131.0 


Projected Parent Company Capital $ 422.2 


Debt to Equity Ratio 


31. OX 
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Credit and Comae ret American Holdings, N.V. 
Analysis of Fair Value 
As of December 31, 1983 
($ In Billions except per share) 



Shares 

Amount 

Per Share 

Shareholders* Equity 

156,075 

$ 342,712 

$2,195.82 

Loan froo an Investor to be 
converted to Common Equity 

11,602 

25,475 

$2,195.82 

Projected Capital Injection 
from shareholders 

11,385 

25,000 

$2,195.82 


179,062 

393,187 

$2,195.82 

Fair Value Multiple 


3 X 


Total Fair Value 


$1,179,561 

$6,587.46 


Fair Value of Stock to be 
exchanged by Investors for 

9,108 / 179,062 - 5.09X 


Fair Value of Stock to be 
exchanged for 100X of NBC 



$6,387.46 


$2,195.82 


9,108 / (179,062 ♦ 45,540) ■ 4.06X 
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FIRST AMERICAN BANKSHARES. ,\C. 


September 26, 1991 


The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance and 
Urban Affairs 

The U.S. House of Representatives 
Rayburn House Office Building, Room 2129 
Washington, D.C. 20515 

Dear Chairman Gonzalez: 

Your letter to me of August 27, 1991 listed ten questions 
to which the Committee directed my particular attention. The 
following written statement addresses each of these questions 
in a question-answer format. I hope that you find that my 
responses are of assistance to you and the Committee in your 
investigation. 

1. A brief overview of your background. 

I am a 1937 graduate of Ponoma College, Claremont 
California, where I also obtained an H.A. in 1939. I have 
also attended Harvard Graduate School and American 
University's School of Public Administration. From 1939 to 
1952, I served in the Government Bureau of Budget in 
various capacities, including Assistant Director for 
Management, Executive Assistant Director of the Bureau, 
liaison with White House staff, and Assistant to the 
Director of OWMR. During that period, I also served in the 
United States Navy for three years. 

In 1952, I was hired as Budget Officer by the 
Continental Can Group The following year, I was promoted 
to the position of Vice President-Finance and ultimately 
became Executive Vice President for Finance and 
Administration. I left Continental Can in 1976 to become 
the Chief Executive Officer of Field Enterprises in 
Chicago, Illinois. 

Over the years, I have served on the boards of 
directors of twelve companies listed on the major stock 
exchanges. For example, I was a member of the Board of 
Irving Trust Company from 1974 to 1981. In addition, I 
have served on numerous government and private boards. 


15th and H Streets, N.W. Washington, DC 20005 (202) 383-1400 
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2. How yon first became involved with First American 
Bankshares including the individuals that introduced 
you to representatives of that institution* 

I have known Clark Clifford since the tine he was a 
Presidential Assistant, and I have spoken with him about 
government and legislative matters from time to time over 
the years. In the Autumn of 1989, Hr. Clifford assisted me 
in editing an article about the career of Mr. Frank Pace 
for the Journal of Public Administration. This renewed our 
acquaintance, and he then discussed with me the opportunity 
to serve on the Board of First American Bankshares. 

3. Describe your positions with, responsibilities to, and 
funetions at, First American Bankshares* Please 
provide any relevant descriptive documents* 

I served First American Bankshares as a Director, 
attended quarterly meetings and reviewed financial and 
management reports that were distributed to the directors. 

I also served on the Audit Committee of the Board, attended 
its meetings and reviewed substantive reports presented to 
the Committee. 

4* Explain your understanding of the relationship between 
Mr* Clifford and Mr* Altman, Clifford & Wamke and 
BCCZ* Did you ever have knowledge of BCCX ownership 
or control of CCAH, ccax or First American? Did BCCZ 
ever influence the management praotioes of CCAH,. CCAX 
or First American? Please explain* 

I am aware that Clifford & Warnke has served as legal 
counsel to BCCI. I have no specific knowledge of any 
ownership of, or control or influence over. First American 
Bankshares by BCCI or its representatives. I had no 
dealings with any shareholders. Nr. Clifford had told me 
that one of his conditions to accepting the position of 
Chairman was that he be the sole representative of the 
overseas investors in the management of the company. 

9* A history of your financial relationships including 
loans, stook ownership, and compensation, in any 
capacity, with BCCZ, xcxc, CCAH, ccax, and First 
American* 

I have had no financial relationship of any kind with 
BCCI, ICIC, CCAH, CCAI or First American. 



The Honorable Henry B. Gonzalez 
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6. Please explain any actions performed by you, in any 
capacity, in facilitating the purchase of Financial 
General BanJcshares, or CGtt by foreign investors. 

I performed no actions, in any capacity, with regard 
to the purchase of these entities. 

7. Please explain any actions performed by you, in any 
oapaeity, in assisting the purchase by First American 
of the national Bank of Georgia, Bank of Bsoambia, or 
any other financial institution. 

I performed no actions, in any capacity, with regard 
to such transactions. 

8. Please explain any services rendered by you, if any, 
in any capacity, in assisting Nr. Ghaith Pharaon's 
purchase or sale of any bank or nonbank entity in the 
U.8. including independence Bank and National Bank of 
Georgia. 

I rendered no services to Hr. Pharaon with regard to 
any such transactions. 

9. Please describe your role with regard to the BCCI 
Legal Defense Fund, were you aware of First 
Americans involvement in the defense fund? 

I had no role with regard to the BCCI Legal Defense 
Fund and was not aware of its existence. Moreover, I have 
had no contacts of any sort with BCCI. 

10. were you aware of BCCI loans to Nr. Clifford and 
Nr. Altman? Please explain. 

I was not aware of the loans to Mr. Altman and 
Mr. Clifford until February of 1991, when Mr. Lewis, First 
American's auditor, met with me and Senator Mathias to 
report the existence of these loans. Senator Mathias and I 
then met with Messrs. Clifford and Altman later that 
morning to discuss their loans from BCCI. I have since 
been in contact with representatives of the Federal 
Reserve, both in Washington and in Richmond, with regard to 
these and related matters. 
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I would be happy to comment on any more specific questions 
that the Committee would have concerning First American 
Bankshares when X appear before you on September 27, 1991. 
Certainly, the issues posed by current events are of 
significant importance. 


Sincerely, 

Charles B.. Stauffacher 
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September 26, 1991 


The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance and 
Urban Affairs 

The U.S. House cf Representatives 
Rayburn House Office Building, Room 2129 
Washington, D.C. 20515 

Dear Chairman Gonzalez: 

By letter to me dated August 27, 1991, you requested that I 
answer ten specific questions in the course of my testimony 
before the Committee on Banking, Finance and Urban Affairs. My 
responses to these questions follow herein, in order to assist 
your and the Committee's investigation. 

1. A brief overview of your background. 

I am a graduate of The Pennsylvania State University, 
where I received a B.A. in Economics in 1967 and an M.B.A. 
in 1969. I also passed the certified public accountants* 
examination in May of 1973. 

After completion of my studies, I was hired as an 
Accounting Specialist by the U.S. Army Medical Research and 
Development Command. In 1971, I changed positions and 
joined the Martin Marietta Corporation as a Senior 
Financial Analyst and remained in that position until 
February of 1974. I then became Vice President and 
Controller of Bank of Virginia, where I was responsible for 
the financial management function for five banks ranging in 
size from $5 million to $200 million. 

I left Bank of Virginia in 1976 to join First American 
Bank of Maryland as Vice President, Finance. During the 
next thirteen years, my positions with the institution 
became increasingly responsible, as I was promoted to 
Senior Vice President, Executive Vice President, and 
President and Chief Executive Officer. In May of 1989, I 
was appointed Executive Vice President and Chief Financial 
Officer of First American Bankshares and was responsible 
for budgeting, financial planning, accounting, risk 
management, strategic planning, auditing and oversight of 


15th and H Streets, N.W. Washington, DC 20005 (202) 383-1400 
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the company's data processing operations. In June of 1991, 
my title was changed to Executive Vice President and Chief 
Operating Officer, and I am currently responsible for the 
oversight of the operations of the company's subsidiaries 
and all financial and auditing functions. 

2* How you first beoame involved with First American 

Bants haree including the individuals that introduced 
you to representatives of that institution. 

I joined what was the predecessor institution to First 
American Bank of Maryland in March of 1976, after being 
recruited by its newly elected CEO, G.J. Mander field, for 
whom I had worked at Bank of Virginia. I remained with the 
institution after the acquisition of Financial General 
Bankshares by CCAH. 

3. Describe your positions with, responsibilities to, and 
functions at. First American Bankshares. Please 
provide any relevant descriptive documents. 

As noted in my response to your first question, I was 
appointed Executive Vice President and Chief Financial 
Officer of First American Bankshares in May of 1989 and 
remained in that position until June of 1991. My 
responsibilities at that time included budgeting, financial 
planning, accounting, risk management, strategic planning, 
auditing and oversight of the company's data processing 
operations. Thereafter, and to the present time, I have 
served as Executive Vice President and Chief Operating 
Officer and am responsible for the oversight of the 
operations of the company's subsidiaries and all financial 
and auditing functions. In addition, since May of 1989, I 
have served on the Boards of Directors of First American 
Bank of New York and First American Bank of Georgia, as 
well as First American Bankshares, Inc. 

4. Explain your understanding of the relationship between 
Mr. Clifford and Mr. Altman, Clifford 8 warnke and 
BCCI. Did you ever have knowledge of BCCX ownership 
or control of CCAH, CCAX or First American? Did BCCX 
ever influence the management praotiees of CCAH, CCAX 
or First American? Please explain. 

It was my understanding that Mr. Clifford and 
Mr. Altman provided various legal services for BCCI. 

I had no knowledge of BCCI's alleged ownership or 
control of CCAH. Over the years, I have served First 
American or its subsidiaries in various management 
positions. At no time have I ever experienced or seen any 
direct evidence of any control or“influance over management 
or board of directors* decisions by BCCI. 
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5. A history of your financial relationships including 
loans, stock ownership, and compensation, in any 
capacity, with BCCX, ICXC, CCAH, CCAX, and First 
American. 

I have never had any financial relationship with BCCI, 
ICIC, CCAH, or CCAI. Similarly, I have never owned any 
stock in BCCI, ICIC, CCAH, CCAI or First American 
Bankshares, Inc. Moreover, I have never received any 
direct or indirect compensation from BCCI, ICIC, CCAH, or 
CCAI. 


Over the years, I have had routine credit card, 
installment and mortgage loans from First American Bank of 
Maryland. These loans were made on the same terms as loans 
made to any other customer and were disclosed each year in 
regulatory filings. 

In 1981, I purchased 1302 shares in First American 
Bank of Maryland as a personal investment. These shares 
were purchased with my personal savings and loans from D.C. 
National Bank, Signet and Continental Bank. They were held 
in my name and in my children's names. In 1989, I sold 
these shares to First American Bankshares during its 
buy-back of all outstanding minority shares in its 
subsidiary institutions. The transaction was on the same 
terms as similar transactions with all other minority 
shareholders. I had purchased the shares for approximately 
$11 per share and sold them for $42 per share. 

During my tenure with First American Bank of Maryland 
and First American Bankshares, Inc., I also received a 
salary and fringe benefits under the standard salary and 
benefit programs of the company and its subsidiaries. 

6. Please explain any notions performed by you, in any 
eapaeity, in faoilltating the purchase of Financial 
General Bankshares, or CCAH by foreign investors. 

X had no role in the purchase of Financial General 
Bankshares or CCAH by foreign investors, other than 
appearing with Messrs. Clifford and Altman at a Maryland 
Banking Commission hearing that was part of the regulatory 
approval process during the Financial General acquisition. 
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10. Were you aware of BCCX loans to Mr. Clifford and 
Mr. Altman? Please explain. 

I had absolutely no knowledge of any BCCI loans to 
Messrs. Clifford or Altman until the summer of 1990, when I 
learned something of their stock-purchase transactions from 
Paul Adams, our Chief Financial Officer, and James Lewis, 
our internal auditor, who discovered the existence of the 
transactions during an internal audit of ties between BCCI 
and First American. I did not learn of Messrs. Clifford's 
and Altman's profits on the stock transactions until 
mid-1991. 

I trust that these responses will be of assistance to your 
efforts, and I look forward to appearing before you and the 
Banking Committee on September 27, 1991. 

Sincerely, 

Jack tt. Beddow 
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7. Please explain any aetions performed by you, in any 
eapaeity, in aaeieting the purchase by First American 
of the national Bank of Georgia, Bank of Escambia, or 
any other financial institution. 

I had no role in the purchase of the National Bank of 
Georgia or Bank of Escambia. While serving as an officer 
of First American Bank of Maryland, I was involved in the 
purchase of Lincoln National Bank in 1981. 

8. Please explain any services rendered by you, if any, 
in any eapaeity, in assisting Mr. Ghaith Fharaon’s 
purchase or sale of any bank or nonbank entity in the 
U.S. ineluding Zndependenee Bank and National Bank of 
Georgia. 

I did not provide any services in any capacity to 
Mr. Ghaith Pharaon in connection with the purchase or sale 
of any bank or nonbank entity in the United States. 

9. Please describe your role with regard to the BCCZ 
Legal Defense Fund. Were you aware of rirst 
American's involvement in the defense fund? 

I had no role with regard to the BCCI Legal Defense 
Fund. I was not aware and remain unaware of any 
involvement by First American in the defense fund. 

10. Were you aware of BCCZ loans to Mr. Clifford and 
Mr. Altman? Please explain. 

I became aware of the BCCI loans in July 1990 during 
the course of an internal audit review. 

These responses reflect my knowledge of the subjects that 
you addressed in your letter. I look forward to appearing 
before you at the hearing of the Committee on September 27, 
1991. 


Sincerely, 

Paul G. Adams, III 
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September 26, 1991 


The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance and 
Urban Affairs 

The U.S. House of Representatives 
Rayburn House Office Building, Room 2129 
Washington, D.C. 20515 

Dear Chairman Gonzalez: 

Your letter to me of August 27, 1991 requested that I 
address ten specific areas of inquiry. In order to assist your 
and the Committee's investigation of BCCI, the following 
written statement responds, to the extent my personal knowledge 
permits, to your request. 

1. A brief overview of your background. 

I was born in Lundale, West Virginia on December 23, 
1921. I received an A.B. degree from West Virginia 
University in 1943, entered the United States Army in 1943, 
and returned to West Virginia University where I obtained 
an LL.B. degree in 1948. Upon completion of my legal 
studies, I joined the law firm of Valentine & Beddow in 
Logan, West Virginia, where I practiced law for the next 
seventeen years. I resigned from that firm in December of 
1965 to become Associate Chief Counsel of the Economic 
Development Administration at the U.S. Department of 
Commerce, which position I held from January 1966 through 
August 1970. After my tenure at Commerce, I was hired as a 
Vice President by First National Bank of Washington, a 
subsidiary of Financial General Bankshares, the predecessor 
of First American Bankshares. In January 1975, I was 
promoted to Vice President and Secretary of Financial 
General Bankshares, the position that I maintained when 
Financial General was acquired by Commerce and Credit 
American Holdings N.V. ("CCAH") in 1982. 


1 5th and H Streets, N.W. Washington, DC 20005 (202) 383-1400 
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2 # How you first became involved with First American 

Bankshares including the individuals that introduced 
you to representatives of that institution. 

As noted above, I began my employment with the 
institution in 1970, and I was an officer of Financial 
General Bankshares at the time it was acquired by CCAH. 
After an agreement permitting the acquisition was entered 
into by the Board of Directors of Financial General in 
1980, I was required to cooperate with the efforts of 
Mr. Clifford and Mr. Altman to complete the acquisition on 
behalf of the investors. After the acquisition was 
completed, I was made a director of First American 
Bankshares. 

3. Describe your positions with, responsibilities to, and 
functions at. First American Bankshares. Please 
provide any relevant descriptive documents. 

As stated above, I was employed by the First National 
Bank of Washington, a subsidiary of Financial General 
Bankshares, and retained my position with the successor 
First American subsidiary following the acquisition of that 
institution. On April 14, 1982, I was made a director of 
First American, and, in February of 1983, I was appointed 
corporate secretary of First American Corporation, an 
intermediate holding company. Finally, on July 1, 1989, I 
was made President and chief Executive Officer of First 
American Bankshares. In October 1989, I was also elected a 
director of CCAH. 

4. Explain your understanding of the relationship between 
Mr. Clifford and Mr. Altman, Clifford a Warnke and 
BCCX. Did you ever have knowledge of BCCX ownership 
or control of CCAH, CCAX or First American? Did BCCX 
ever influence the management practices of CCAH, CCAX 
or First American? Please explain. 

My understanding was that the lav firm of Messrs. 
Clifford and Altman, Clifford A Warnke, was counsel to 
BCCI. I do not know the extent or scope of that 
relationship. 

Before stories began to surface in the press over the 
past year, I do not know of any ownership or control of 
First American or its parent companies by BCCI. I have 
never seen and have no personal knowledge of the contracts 
that are alleged to give BCCX control over certain shares 
of CCAH stock. 
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I also have no personal knowledge that BCCI directed 
or influenced any management decisions at First American. 

I had no involvement with CCAH or CCAI, until I was made a 
director of CCAH in 1989. I have never been contacted by 
BCCI during the course of my employment. 

s. A history of your financial relationships including 
loans, stock ownership, and compensation, in any 
capacity, with BCCI, xcxc, CCAH, CCAX, and First 
American. 

I have had no financial relationship of any kind with 
CCAH, CCAI, ICIC or BCCI. As an officer of First American, 
I have received a salary and fringe benefits under the 
standard salary and benefit programs of the company and its 
subsidiaries. I also, at one time, received director's 
fees as a director of certain of the First American 
subsidiaries. From time to time during my twenty years 
with First American, I have received, and promptly repaid, 
fully secured loans from First American Bank of Washington, 
which at no time exceeded $10,000. Moreover, each such 
loan was extended to me on the same terms as were offered 
to other customers of the banking subsidiaries. At the 
present time, I have a conventional home equity line of 
credit with First American Bank of Maryland, under which no 
sums are outstanding. 

As required by law, I own director's qualifying shares 
of non- voting preferred stock in the holding companies of 
the two banks of which I am presently a director. I have 
also ownsd, at various times, qualifying shares in other 
subsidiaries of First American in similarly nominal 
amounts. • Before the acquisition of Financial General 
Bankshares , I owned shares of that publicly traded company 
both directly and indirectly through an Employee Stock 
Ownership Plan. 

6. Please explain any actions performed by you, in any 
capacity, in faoilitating the purchase of Financial 
General Bankshares, or CCAH by foreign investors. 

After an acquisition agreement was entered into by 
Financial General's Board of Directors and was approved by 
the shareholders, it became my role to assist the legal 
representatives of the new investors in their efforts to 
formally complete the acquisition, primarily by providing 
information relating to Financial General needed to obtain 
necessary state and federal regulatory approvals of the 
transaction. 
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7. Please explain any actions performed by you, in any 
capacity, in assisting the purchase by First American 
of the National Bank of Georgia, Bank of Escambia, or 
any other financial institution. 

The National Bank of Georgia transaction was handled 
primarily by CCAH, though First American was used as the 
corporate vehicle through which the transaction was 
completed. The option agreement was entered into and the 
option was purchased by CCAH. Just before completion of 
the acquisition, the option was assigned to First American 
Bankshares. Funds from the CCAH shareholders were then 
downstreamed to First American, to complete the purchase of 
the National Bank of Georgia. As an officer and director 
of First American Bankshares, I was provided information 
concerning the acquisition from time to time. I was not, 
however, actively involved in negotiating or evaluating 
this transaction. 

The Bank of Escambia transaction was not a "purchase" 
as such: the Bank of Escambia was in default on its debt 

to First American Bank of Georgia and was taken in 
foreclosure. As I recall, due to my position at First 
American Bankshares, I would have reviewed documents 
relating to the retention of the Bank of Escambia after 
foreclosure; however, my involvement in that transaction 
was not substantial. The Bank of Escambia was not acquired 
by First American Bankshares but by First American Bank of 
Georgia. 

8. Please explain any services rendered by you, if any, 
in any capacity, in assisting Mr. Ghaith Phar eon's 
purchase or sale of any bank or nonbank entity in the 
U.8. including independence Bank and National Bank of 
Georgia. 

I have never met Ghaith Pharaon and have never 
rendered any services to him in any capacity. 

9. Please describe your role vith regard to the BCCI 
Legal Defense Fund. Were you aware of First 
American's involvement in the defense fund? 

I have had no role in connection with the BCCI Legal 
Defense Fund; in fact, I was not even aware that it 
existed, until some time within the last year. 
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MINUTES OF THE INTERNATIONAL COORDINATING COMMITTEE MEETING 
SEPTEMBER 29, 1987 
WASHINGTON, D.C. 


y Print* . 

K. Elley, FABNY 
R. Montano, FABNY 

J. Cangelosi, FABNY 
R. Barrett, FABNA 
M. Lord, FABNA 

K. Shawish, FABNA 
M. McDonald, FABNA 
W. vonBerg, FABVA 
A. McKenzie, FABMD 
V. Cater, NBG 

A. Valdes, NBG Int'l 


Mr. Montano called the meeting to order at 11:10a.m., and 
introduced Mr. Elley as the New Committee Chairman. 

Mr. Elley greeted the members, and indicated, while serving 
on the Committee is new to him, he has followed the Committee's 
activities and welcomes the opportunity to serve. He stressed 
continuity, but. at the same time thought it appropriate to review 
the Committee's goals and objectives. He preferred that thsT 
primary goal would be to further integrate the overall First 
American Group role in international through an organized pooling 
of resources. 

He highlighted a Seminar on Regional Banking held on 9/25 
that he and Ms. Lord attended to present an • industry .overview and* 
First American's role within the international banking community. 
It was noted that certain regionals and super regionals, 
especially those who get "burned" with LDC sovereign risk 
exposure, have de -emphasized the activity, and have had a 
defensive- type posture of primarily serving the international 
needs of its clients, especially trade finance activity where 
return and risk minimization were viewed as favorable. 

Overall strategies were grouped into 3 categories: 1) 

defensive; 2) specializing in niches such as specific overseas 
areas or special products such as letters of credit; 3) global 
activity including broad geographic coverage and overseas 
locations. While most regionals seemed to be in categories one 
and two, areas of emphasis varied. Mr. Elley mentioned that 
several regionals and Money Center Banks such as Security Pacific 
have invested heavily enhancing their Letter of Credit systems. 


. . Luncheon Guests; 

R. Stevens, FABI 
W. Duncan, FABNY 
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Mr. Elley opened the floor to discussion as to First 
American's strategy. Mr. Barrett placed us primarily in the 
niche category with focus on such areas as international private 
banking, trade finance and embassy services. Mr. Montano added 
that our strategy is also defensive in the sense that efforts are 
underway to educate all officers in the First American system as 
to our international capabilities so that potential business or 
existing clients will not be lost. 

A listing of First American competitive Advantages followed/ 
including the following: 

1. East Cost coverage - First American has unique coverage 
of the East Coast, a growing market. 

2 . The international character of our shareholders and their 
interests in BCCI and National Commercial Bank affords good 
business assistance possibilities to clients, and affords 
business opportunities with banking systems that have an 
extensive overseas presence. 

3. Firm Senior Management commitment from Mr. Clifford on 
down to conduct international business. This affords staying 
power • 

4. Lack of LDC exposure affords flexibility And permits 
operating with a clean slate. 

5. The New York City presence is important both because of 
New York City being a center of international banking activity, 
and also because of extensive system capabilities being in place 
for payment systems (CHIPS, SWIFT), letter of credit, foreign 
exchange and documentary collection. The systems are in, and 
have unused capacity. 

6. Specialised expertise in such areas as trade finance, 
embassy banking services and selected geographic areas (e.g. 
Central America, Turkey, Australia). 

Mr. Elley stated we are capable of further advances and that 
a more cohesive structure and better understanding of each 
other's market would be helpful for cross-selling and enhanced 
grawth. 


CURRENT TRANSACTIONS 

1. Miss McDonald reported a major relationship award with 
the Australian Embassy which will result in major deposit 
generation activity. She also reported expansion of their 
depository relationship with the Mexican military and development 
of a centralized payments system for the Government of Mexico. 
Other Embassy activity involves Canada, New Zealand, Thailand and 
Spain. 


* 

fAosn 064 



143 


3 . 


2. Mr. Shawish reported on several Arab countries, and 
indicated PL 480 and CCC business was pending with Sri Lanka. 

3. Mr. vonBerg reported on the Saar Foundation which was 
introduced by Mr. Shawish. Low 7 balances are maintained and a 
$5 MM credit facility has been requested. 

*• 4. Miss McKenzie reported a $400 M import L/C facility has 
been established involving Benetton. 


REVIEW OP EXISTING TRANSACTIONS 

1. Ms. Lord reported that the $15 MM Unisa Shoe import 
facility is proceeding nicely and that ( NBG Int'l has provided 
good support. 

2. Ms. McKenzie- reported the second 1 SWUCO standby (payment 
guarantee) L/C has been opened for $4.3 million with.FABNA, FABNY 
and FABMD each taking a portion. $20-30 million of additional 
standby L/C business is pending. 

3. Mr. Montano reported that the $7 MM Servac L/C facility 
is close to fully utilized# and that the participation from 
sister banks will be formally requested if customer requirements 
increase. 


EXPORT FINANCE COMMITTEE 

^ ■ 

TTade finance ad - Mr. Montano reported that the Wall Street 
Journal trade finance ad will be run 5 times# with the first ad 
scheduled for tomorrow (9/30). Attendees were reminded to have 
phone coverage prepared# and for inquiries to be tracked. 

Trade Finance Semi nar - A Senior Officer Metro Bank seminar 
has been scheduled for Oct. 1st with four subsequent trade 
finance seminars for calling officers to be given in Washington# 
Silver Spring# McLean and Norfolk. 

Iraq/Trade Finance Facility - Messers Barr ett# Cater and 
Montano reviewed the pending $25-30 million FCXA insured facility 
covering O.S. exports to Iraq. A meeting was scheduled to meet 
with Iraqi officials the following day (subsequently held). 

International Operations Report - Mr.* Cangelosi reported on 
continuing efforts by FABNY to provide good international 
services to Bister banks. Mr. Elley urged the importance of 
quality service. Mr. Cangelosi announced there will be an 
International Operations Committee Meeting on November 3 to 
discuss topics including: a) L/C system enhancement and 
integration: b) international payments coordination: c) 
integrating and consolidating country exposure reporting systems. 


FAO97106S 



144 


4 . 


Mr. Elley requested a detailed report quantifying 
international operational capacity of each bank, and quantifying 
transactions of each type, being done by the individual banks. 

This information would form the basis for recommendations 
relating to additional investments which may need to be made to 
improve the operational capability of the group to support future 
.international activity, prominent amongst them will be an 
evalustita of the trade finance back office capabilities. 


OPEN FORUM 

In a group discussion it was concluded FABI should be 
contacted regarding definitional refinements bn sovereign risk 
lending and prime rate pricing. As regards sovereign* risk 
lending it was thought the distinction between general purpose 
lending to sovereign governments should be distinguished from 
lending to sovereign entity on a trade finance transaction, or in 
the case of lending to a self-sustaining government-owned entity. 
As regards prime rate pricing it was felt the criteria was 
• frequently irrelevant in international lending as base rates such 
as LIBOR and bankers acceptance rates were frequently employed. 

Mr. Elley stressed the importance of cooperation and knowing 
relative strengths within the Group. In this regard a formalized 
document for Group distribution will be prepared.; He stated that 
there was also a need to have a common set of objectives and 
perhaps at the next meeting we could discuss joint plans for^. 
1988. In the meantime a greater sharing of information would 
greatly enhance the opportunities for more business. This 
sharing (a lot of which was already happening) could be in the 
form of circulating call reports amongst the members of the 
committee and continued frequent telephone contact to discuss 
various deals and possibilities as they emerged. 

It was agreed to hold the next meeting on Wednesday, 

December 2nd, 11 a.m. at FABVA, 1970 Chain Bridge Road, McLean, 
Virginia. 

The Meeting adjourned at 4^30 p.m. 
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. January 9, 1986 

Mr. Kay Id Sh&wish 

Vice President 

First American Bank, N. A. 

740 15th Street, N.W. 

Washington, D.C. 20005 

Re: Int'l. Committee Meeting, New York 

January 23. 1986 

Dear Kayid: 

This letter Is to confina the above meeting which 
will be from 1:00-5:00 p.m. Sandwiches wilt be served 
at the meeting* . Please come to my office on the 3rd floor. 
Attached is the meeting Agenda. 



cc: C. J. Richie, Jr. )- for your information 
B.W. Blank ) 


s«o rmt* *•«»•<• • nmvm,m.« tooss-«os« • (sin 
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Agenda 


Note : This Committee was established to carry out the 
international objectives of the First American Group banks. 
These specific objectives, prepared by the Group Planning 
Committee in July 1984, are attached for your guidance 
as they are fundamental to our discussions and deliberations. 

■ Ikkitf stock of 1065 

- what have New York and the represented Group banks 
done, both individually and collectively, during 1985 
to achieve international objectives? 

- How has New York, as '’flagship bank" for international 
progressed? 

* What assistance do Group banks need from New York 

- Treasury area 

- Corporate lending area 

' - Foreign correspondent area 

- Trade finance ar*^ 

- Private Banking area 

- Coordination of overseas calling 

- List of New York's services 

- New York and Washington's lists of: 

- Due-To accounts 

- Due-From accounts 

- Foreign and US banks holding our: 

Agency Arrangements 
Signature Lists 
Test Key 

- New Schedule of International Charges 


FA0371868 
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Agenda 

= Discuss rsshington/New York interfacing in: 

- Private Banking 

- Correspondents 

- Oue-To/Due’" Tron accounts 

- Calls 

- Structure of procedures applicable to all Group banks 
_ an y other business 


Attachment 
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INTERNATIONAL COMMITTEE REPORT 


The follow *.-e the stated international objectives cf the First American Group 
banks as agreed by the Planning Committee on July 25, 1984: 

l. To develop an important international banking expertize conce n tr a ted*! First 

r- 

American Sank of New York. New York. r\ 


2 . To increase our share of the banking business of foreign embassies arid; consulates in 

Washington. D.C., and at the United Nations* Mew York. - 

?’ '• •••#' . 
, • . . -a«-r * 

3. To seek to take advantage of banking opportunities at the international finance agencies 

• v \ 

located in Washington. D.C.. including the development of the expext&e necessary to 

• * j/ 

evaluate and serve this market. 4 


4. To emphasize trade. financing and coordinate such efforts among the First American 
Banks to take advantage of our banking presence at the ports c^New Vorl^Ballimore 
and Norfolk. 

t;; 

• •••- '• •- .i'if'* 

5. To identify ethnic markets in New York and Washington and offer First American as a 
banking organization that would well serve the domestic and international banking needs 
of such customers. 


6. To coordinate foreign exchange activity through First American's foreign exchange desk 
in New York City. 


7. To develop a widespread network of correspondent banks which will utilize the services 
of First American Bank of New York, New York, fbr cleaning and a variety of other 
transactions. * * : J 


FA0371870 
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SUMMARIZED MINUTES OF THE 
FAB GROUP INTERNATIONAL COMMITTEE MEETING 
HELD ON THURSDAY. JAN UARY 23- 1986 


Venue: FABNY, New York, NY 

T hose attending: A. Afrldl, FABNY 

. M.Lord, -FABW 
D. Palmer, FABNY 
P. Stems, FABMD 
J. Topley , FABNY 
V. vonBerg, FABV - 

R. G. Stevens — by Invitation 

M. Shaft. FABNY — by invitation as Secretary 


- The meeting started with Mr. Stevens welcoming all participants. 

He hoped that 1986 would be a better year for all group banks, 
in that it would witness increased cooperation and coordination. 

He felt that the need existed to educate all staff to recognize 
the international business potential In their client relationships. 

- While talking about the group objectives set in July 1984 and 
with reference to the agenda, Mr. Afrldl asked Mr. Topley to 
sunmarlze Hew York's progress to date. Mr. Topley mentioned 
FABNY* s achievements in the last eighteen months of operations. 
Specifically, FABNY* s capability to offer a complete package 
of international banking services and its ability to handle 

all kinds of transactions; which are complemented by IBP, Nassau 
branch, SWIFT, CHIPS and Fedwire. FABNY has established over 
300 correspondent relationships, over 60 due to accounts and 
19 due Iron accounts. Emphasis remains on establishing additional 
correspondent relationships worldwide including banks in the 
U.S., so that more DDA accounts, clearing, payments and letters 
of credit business can be generated. Emphasis remains on fee 
income to Increase New York's profitability. Private banking 
section has succeeded deposit wise and is making a breakthrough 
in the consulates and UN missions based in New York City. A 
deposit relationship has been obtained from the United Nations 
too. Lack of a trade finance professional has been a drawback. 

Mr. Robert Montano, Vice President, Trade Finance shall be coming 
on board in the first week of February. He shall be coordinating 
trade financing with the group banks and an officer in Washington 
D.C. shall be taking his guidance on how best to proceed. 

- Mr. Stevens stressed that comsunlcation between group banks 
regarding overseas calling trips should be of a type which would 
preclude duplication and wasted effort. Specifically for visits 
abroad, be they for correspondent banking or private banking, 
group banks particularly New York and Washington, D.C. should 
discuss travel plans with each other well in advance. 


FAOS7I871 
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MINUTES, January 23, 1936 


- Mr. Palmer reporting or dealing room activity informed participants, 
that whereas there was hardly any activity upto mid 1985, it 

had increased to an average daily turnover of $150 mn in FX 
from July 1985. This represented between 50 - 75 transactions 
a day. The roster..of active relationships now Includes 65 U.S. 
aid European feaaka* Be farther sewered group banks that all 
major currencies will now be quoted by M.' Y. Dealers at market 
prices. Quoting market prices implied good rates to group banks 
without any benefit to New York. It would be up to the individual 
banks to add points for their benefit depending on* their relationships 
with clients and the size of the transactions. These currencies 
are Canadian Dollar, Belgian Francs, Deutsch Marks, Japanese 
Yen, Dutch Guilder, French Francs, Pound Sterling, Swiss Francs, 

Danish Kroner, Italian Liras and Finnish Marks. Responding 
to Ms. Lords query . regarding exotic currencies, Mr. Palmer mentioned 
that although we could put them in touch with those who offer 
such currencies, it would be better for them to go* directly 
to the regular registered exchanges. 

-'Mr. Afrldi added that FABNY is obtaining MM and FX lines from 
more and more banks eventhough at times It is an uphill task 
gi ven our perceived relationship with BCC. Ms. Lord mentioned 
NATWEST's positive feelings about BCC. To Mr. Palmer's comment 
regarding National Bank of Detroit's refusal to work with New 
York, Mr. Stevens stated that as he knows them he would take 
up the matter with them. 

- Mr. Afrldi Informed of the joint committee of Messrs. Zafar, 

Shawish and Ms. Lord which is operating in the private banking 
area. Regular meetings of this group would help in expediting 
account solicitation from the consulates and the Missions in 
New York City. UN deposits of over $18 mn with FABNY at year 
end 1985 were highlighted and Mr. Palmer conveyed the positive 
impact FABNY has created on the UN by providing accurate Information 
in a timely manner. 

- Ms. Lord discussed the markets we should persue. According 

to her, small to medium sized companies are being targeted presently. 
Additionally, we should also go after larger corporations. 

Mr. Afrldi opined that emphasis must be on intra group coordination. 

- Ms. Lord wondered how they could market in the D.C. area by 
stating that New York would handle the international aspect 

of the transactions. Mr. vonBerg stated that to be successful 
they required their own operational staff. Mr. Afrldi highlighted 
the fact that their volume of transactions did not justify such 
an arrangement and more Importantly the Investment New York 
has made in the operational area was based on the firm understanding 
that FABNY would be the cornerstone of such business. 
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MINUTES, January 23, 1986 


- Mr. vonBerg mentioned that they process letters of credit and 
have their, own Agency Arrangements, but no account relationships. 
These arrangements cave existed for quite some time. Mr. Afridi 
requested Mr. vonBerg to provide New York with a list showing 
all such arrangements. 

v - Mr- Afrldl suggested that ao real progress was made in 1985 

• la tens of tfcr tro o p taking adwtartage "of *anr p res e nce at the 

ports of Albany, Mew Tork City, "Baltimore aatf Norfolk. Mr. 

Stevens felt that this should be a priority area in 1986. 

/ 

- With respect to item 5 on the International Committee Report 

of July 25, 1984, participants mentioned that it should be enlarged 
to Include all locations. This was agreed to as sizeable ethnic 
■ markets existed In Baltimore, Fairfax aad Virginia, also, private 
banking in general to be considered as one of the group's objectives 

- Mr. Palmer discussed Washington's Nostro accounts which outnumber 
FABNY's .and suggested that given our stated objectives, FABNY 
should be overseeing all such accounts. Ms. Lord opined that 
they would be only too happy to transfer the responsibility 

to FABNY. This shall be addressed further in a meeting of Mr. 

Palmer and Ms. Lord. 

- Mr. Afrldl offered all assistance to the customers of all group 
banks, including i ntrod uct ion letters and arrangements for providing 
assistance overseas. 

- Mr. fllems replying to Mr. Afrldl v s query regarding the possibility 
of joist calls in their area said that tangible results would 
take at least eighteen months. Mr. Slems further added that 

only if recognition of that time frame exists should we go ahead. 

* Mr. Afrldl said that he would bring this to the attention of 
senior management of the holding Co. and requested Mr. Slems 
to provide New York with names of twenty companies in their 
area with sales of between $100 to $200 million. 

- The manual oa New York's correspondent relationships being updated 
shall Mm. forwarded to all group baaks in March 1986. 

- Mr. enquired of Ms. Lord if Washington would like to 

utlliNPtMe information we buy from our country consultants. 

Ms. Lortf responded in the affirmative and added they would share 
in the cost. 

- Problems with SWIFT were mentioned by Messrs. vonBerg, Slems 
and Ms. Lord. (These were checked subsequently with operations, 
who Informed that it was a system problem. An upgrade was ordered 
which would be loaded by mid February which should take care 

of the problems). 
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- Ms. Lord mentioned of the confusion between BCCI, London and 
Washington regarding an account at London which they did not 
have on their books. (This was checked with BCCI, London, and 
was informed that Mr. Shawlsh had requested the same quite some 
time ago. Ms. Lord to contact Mr. Ansari in London in order 
for their zero balance accounts to be closed). 

- Other! Tb* following, handouts vert distributed. Their updated 

versions would be regal arly forwarded: # 

. list of correspondent bank due to accounts of TABNY 
. list of due from accounts of FABNY 
. country Units established by FABNY • 

• list of arrangements with domestic and foreign banks 
of FABNY 

. list of First American Bank N. A. *S' agency arrangements 

• list of FABY’s due to accounts of correspondents banks 

• list of FABf 's due fros accounts 

. list of services offered by FABNY to correspondent 
banks 

- Mr. Topley promised to forward each bank with a list of international 
charges in March 1986. 

- The next meeting has been tentatively planned for April 14, 

1986 at 11:00 a.m. 

- Sr. Afrldi concluded the meeting by stating that a clear understanding 
now exists amongst all group banks and hoped that 1986 would 

be a better year. 


MS:qf 
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COOTER a GELL 

•201 NEW YORK AVENUE. N W 
SUITE 900 

WASHINGTON. O.C. 20005 
TEL. (202) 269-5600 
TAK (202) 3711907 


September 6, 1991 

Via Messenger 

The Hon. Henry B. Gonzalez 

Chairman SEP 

U.S. House of Representatives 

Committee on Banking, Finance (^ 4 ^ 

and Urban Affairs 
2413 Rayburn Building 
Washington, DC 20015 

Dear Chairman Gonzalez: 

Mr. A. Vincent Scoffone of First American Bankshares 
has retained our firm to represent him in the pending BCCI 
investigation. Consequently, your letter of August 27, 1991, 
to Mr. Scoffone seeking answers to nine (9) rather detailed 
questions has been passed on to me. 

We will be more than happy to answer those and any 
other questions once your Committee has granted Mr. Scoffone 
full Congressional immunity. If that is not done, then we 
will appear on September 11, 1991, at 9:30 a.m. and invoke 
the Fifth Amendment rights of Mr. Scoffone. 

Our client has done nothing wrong. However, 
Messrs. Clifford and Altman are purportedly targets of 
several investigations. Mr. Jack Beddow, President and CEO 
of First American Bankshares was compelled to testify before 
a Manhattan grand jury after having been given immunity by 
the prosecution. It is apparent that Mr. Scoffone* s lawyers 
should insist on immunity or deny the Committee access to 
Mr. Scoffone *s knowledge. 

Please have your staff attorneys contact me, Kenneth 
Michael Robinson, or Mary Madigan at (202) 289-5600 and 

discuss and finalize this matter. Once this is done we will 
cooperate fully. 



cc: Barbara Shycoff, Esq. 

A. Vincent Scoffone 

<4»7. 1873 ) Wp p j a t 123 
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COOTER a GELL 

•aOl NEW VOWK AVENUE. NW 
SUITE 900 

WASHINGTON, D C EOOOS 
TEL: (SOE) 299-9900 
TAX: (302) 371-1907 


September 26, 1991 


Via Messenger 

The Honorable Henry B. Gonzalez 
Chairman 

U.S. House of Representatives 
Committee on Banking, Finance 
and Urban Affairs 
2129 Rayburn Building 
Washington, DC 20015 

Dear Chairman Gonzalez: 

We represent Mr. A. Vincent Scoffone in connection with 
his appearance before the House Committee on Banking, Finance, 
and Urban Affairs, scheduled for Friday, September 27, 1991 at 
9:30 a.m. 


Pursuant to your letters of August 27, 1991 and 
September 19, 1991, you have reguested that Mr. Scoffone 
respond in writing to certain questions and issues concerning 
the Committee's investigation into the alleged secret 
ownership of First American Bankshares, Inc. by BCCI. 

Mr. Scoffone* s responses are as follows: i 

Question No. 1. A brief overview of your background. 

Response: Attached is a current biographical sketch of 

A. Vincent Scoffone. 


Question No. 2. How you first became involved with First 
American Bankshares including the 
individuals that introduced you to 
representatives of that institution. 

Response: As indicated in the biographical sketch submitted 

to Question 1, Mr. Scoffone was hired by First 
American Bankshares, Inc. ("FABI") formerly 
Financial General Bankshares, Inc. ( N FGBI M ) on 
May 2, 1966. His first knowledge of FGBI came as a 
result of contact with the Treasurer of FGBI, 
Phillip L. Green, in the Fall of 1965. Mri. Green 
was teaching an accounting course at the American 



155 


i 


The Honorable Henry B. Gonzalez 
Chairman 

U.S. House of Representatives 
Committee on Banking, Finance 
and Urban Affairs 
September 26, 1991 
Page Two 


Institute of Banking and Mr. Scoffone was a student 
in his class. At that time, Mr. Scoffone was 
employed by Security National Bank in Falls Church, 
Virginia. Mr. Green offered him a position on 
FGBI's auditing staff which he accepted in 
April 1966. Mr. Scoffone has been employed 
continuously by FABI since that time. 


Question No. 3. Describe your positions with, 

responsibilities to, and functions at. 

First American Bankshares. Please provide 
any relevant descriptive documents. 

Response: As indicated in the biographical sketch submitted 

to Question 1, Mr. Scoffone has held various 
positions primarily of a financial nature over the 
twenty-five (25) plus years that he has been 
employed by FABI. In addition to his primary 
responsibility as a senior officer of FABI, he is 
'also a senior officer and director of certain of 
FABI • s subsidiary companies. At present, his 
primary function is to act as a senior financial 
officer of FABI in his capacity as Treasurer, 
managing the day-to-day financial operations of 
FABI, reporting to the Chief Financial Officer. 

In addition to his responsibilities with FABI, in 
February 1983, he was elected Treasurer of First 
American Corporation ("FAC"). FAC is the parent 
corporation of FABI. 

In April 1989, he was elected a director of Credit 
and Commerce American Holdings, N.V. ( "CCAH" ) and a 
director of Credit and Commerce American 
Investment, B.v. ("CCAI"). CCAH and CCAI are 
indirect parent corporations of FABI. 

Question No. 4. Explain your understanding of the 

relationship between Mr. Clifford and 
Mr. Altman, Clifford & Warnke, and BCCI. 

Did you ever have any knowledge of BCCI 
ownership or control of CCAH, CCAI or First 



i I 


156 


The Honorable Henry B. Gonzalez 
Chairman 

U.S. House of Representatives 
Committee on Banking, Finance 
and Urban Affairs 
September 26, 1991 
Page Three 


American? Did BCCI ever influence the 
management practices of CCAH, CCAI or 
First American? Were you aware of BCCI 
loans to Mr. Clifford and Mr. Altman? 

Please explain. 

Response: Mr. Clifford and Mr. Altman are partners in the law 

firm of Clifford & Warnke. Mr. Scoffone's 
knowledge of the relationship of Mr. Clifford and 
Mr. Altman, Clifford & Warnke and BCCI relates back 
to the takeover of FABI from 1978 to 1982 by a 
group of Middle Eastern investors. At that time, 
it was his understanding that Mr. Clifford and 
Mr. Altman, as attorneys of Clifford & Warnke, 
represented the Middle Eastern investors in the 
takeover. Mr. Scoffone understood from Messrs. 
Clifford and Altman and others that BCCI was the 
financial advisor for the Middle Eastern 
Investors. Subsequently, he learned that Clifford 
& Warnke also performed legal work for BCCI. 

Mr. Scoffone did not have any knowledge of 
allegations of BCCI ownership or control of CCAH 
stock until January 1991, during the course of the 
Federal Reserve investigation. He is not aware of 
any management influence by BCCI over the 
management practices of CCAH or CCAI since his 
appointment as a director in 1989. Mr. Scoffone 
has no knowledge of whether BCCI ever influenced 
the management practices of FABI or FAC. 

Mr. Scoffone was not aware of BCCI loans to 
Mr. Clifford and Mr. Altman until the first part of 
1991. Prior to that time, he was not even aware 
that Mr. Clifford or Mr. Altman were shareholders 
of CCAH. At the time of the equity infusion into 
FABI in December 1990, he became aware that 
Mr. Clifford and Mr. Altman executed personal 
checks which, Mr. Scoffone was informed, 
represented a portion of the equity infusion. He 
learned at that time, for the first time, that 
Mr. Clifford and Mr. Altman were shareholders of 
CCAH and subsequently learned that the funds to 
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purchase the shares were borrowed from BCCI. 

Mr. Scoffone had no knowledge of the details of the 
loans until disclosures were made in the media. 


Question No. 5. A history your financial relationships 

including loans, stock ownership and 
compensation, in any capacity, with BCCI, 
ICIC, CCAH, CCAI and First American. 

Response: Mr. Scoffone has never had any loans, stock 

ownership or received any compensation, in any 
capacity, from BCCI, ICIC, CCAH, CCAI, or FAC. 

Mr. Scoffone has had no loans directly from FABI 
except certain loans from FABI’s subsidiary banks 
for a primary residence, automobiles, home 
improvements, vacation property and/or credit card 
purchases. At present, Mr. Scoffone has a $70,000 
home equity line from First American Bank, N.A., 
none of which is drawn and a $7,000 Visa credit 
card line from First American Bank of Virginia, the 
balance of which is paid monthly. 

Mr. Scoffone has never owned any stock in FABI, 
however prior to the takeover of FGBI , he was the 
owner of less than 500 shares of FGBI stock and 
participated in an Employee Stock Ownership Plan 
which purchased FGBI stock. All stock was tendered 
at the time of the acquisition in April 1982. 

Mr. Scoffone has been employed by FABI since 1966 
and has received a salary, and certain fringe 
benefits including bonuses during that time 
period. His direct salary has ranged from a low of 
$6,500 in 1966 to a high of $121,000 in 1991. 

Bonus potential never exceeded 20% of direct 
salary. The last bonus paid was in March 1990 
related to performance for the year 1989. 
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Question No. 6, Please explain any actions performed by 

you, in any capacity, in facilitating the 
purchase of Financial General Bankshares, 
or CCAH by foreign investors. 

Response: Mr. Scoffone's role in the acquisition of FGBI was 

in his capacity as an officer of FGBI and was 
limited to the preparation of financial information 
submitted to the Securities and Exchange Commission 
and the federal banking regulators. Mr. Scoff one 
had no involvement in the purchase of shares of 
CCAH by foreign investors. 


Question No. 7 . Please explain any actions performed by 
you, in any capacity, in assisting the 
purchase by First American of the National 
Bank of Georgia, Bank of Escambia, or any 
other financial institution. 

Response: During the course of his twenty-five (25) years 

plus employment with FABI, Mr. Scoffone has had 
various roles in regard to the acquisition and/or 
disposition of companies including the National 
Bank of Georgia. His roles were generally limited 
to those of a financial nature including 
preparation, analysis and review of financial 
information. He took no direct action with regard 
to purchase of the Bank of Escambia. 

Question No. 8. Please explain any services rendered by 

you, if any, in any capacity, in assisting 
Mr. Gaith Pharaon's purchase or sale of any 
bank or non-bank entity in the U. S. 
including Independence Bank and National 
Bank of Georgia. 
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Response: Mr. Scoff one has not rendered any services, in any 

capacity, to Mr. Gaith Pharaon. 


Question No. 9. Please describe your role with regard to 
the BCCI Legal Defense Fund. Were you 
aware of First American's involvement in 
the defense Fund? 

Response: Mr. Scoffone has never had any role with regard to 

the BCCI Legal Defense Fund. He never was nor is 
he now aware of FABI's involvement in the defense 
fund. 

Mr. Scoffone is happy to cooperate with the Committee in 
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A. Vincent Scoffone 
Senior Vice President and Treasurer 
First American Bankshares, Inc. 
First American Bank Building 
15th & H Streets, N.W. 


Employment 


5/2/66 to Present: First American Bankshares, Inc. 

9/85 to Present: Senior Vice President and Treasurer - 

Promotion included additional 
responsibilities for cash management, debt 
financing, risk management and credit 
insurance . 


12/74 to 9/85: 


5/69/ to 12/74: 


Vice President and Treasurer - Primarily 
the chief accounting officer of the 
Company. Responsible for all internal and 
external financial reporting, tax 
compliance and accounting control. 

Assistant Treasurer - Duties included 
assisting the Company's Treasurer in the 
areas of financial reporting and accounting 
control 


5/66 to 5/69: Auditor - Duties included examining the 

Company's banks for compliance with 
applicable banking rules and regulations. 

9/63 to 5/66: Security National Bank, Falls Church, Virginia. 


Management Trainee Final Position - Note Teller 

First Position - Bank Runner 


Education 

George Washington University: BBA 1976 

Major in Accounting 

American Institute of Banking: Pre-Standard Certificate 

Standard Certificate 1968 


Memberships 

Financial Executives Institute 
National Association of Accountant 



Other Activities 


Current: Director , St. Ann's Arlington'Federal Credit Union 
Treasurer, St. Ann's Arlington Federal Credit Union 

Past: President, Stonewall Jackson School PTA 

Treasurer, Stonewall Jackson School PTA 
Executive Committee, Stonewall Jackson School PTA 
Treasurer, McKinley School PTA 
Executive Committee, McKinley School PTA 
Vice Chairman, St. Ann Parish Advisory Board 
Lector, St. Ann Church 

Teacher, St. Ann Church School of Religion 
Treasurer, Arlington County Church Bowling League 
Coach, Arlington Soccer Association 
Assistant Coach, Arlington Soccer Association 
Assistant Coach, Junior CYO Boys Basketball 

Personal 

Married: Rita Helen Ross, October 31, 1964 

Three Children: Michael Ross, July 24, 1965; Deborah 

Marie, October 23, 1969; David Vincent, April 17, 1974. 

Born: Newark, New Jersey, January 21, 1943 

Home Address: 871 N. Kensington Street, Arlington, Virginia 
22205 
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BOARD OF GOVERNORS 

FEDERAL RESERVE SYSTEM 

WABMINiTQN, 0. C Will 


August 9, 1991 


WILLIAM TAVLOft 
OMfCTON 

O (Via ION oa BANK I NO 

•umviKON ano naooLAnoN 


The Honorable Charles McC. Mathias 
Jones, Day, Reavis ft Pogue 
Metropolitan Square 
1450 6 Street, N.W. 

Washington, D. C. 20005 

Dear Senator, 

This is in response to your letter of August 2 . As you 
and the other directors of First American have been informed, the 
deficiencies noted in our recent inspection report need to be 
corrected promptly. I would emphasize, moreover, the critical 
importance of addressing managerial and leadership deficiencies, 
particularly given the growing concern about the impact on First 
American of continuing attention and disclosures related to the 
BCCI matter. 

Xn that regard, it has been our position that a clean 
break with the past — in composition of management and the Board 
of Directors — is important to maintain public confidence and put 
First American on high ground. We continue to be of that view 
and would hope that the Board of Directors will act as a group to 
serve the best interests of the bank's depositors and the public 
at-large. 
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August 2 f 1991 


BYJiEgSEM'SBR 

Nr. William Taylor 
Dir actor of tha Division of Banking 
Supervision and Ragulation 
Board of 'Sovaraors of tha 
Fedora 1 Reserve Systea 
Federal Reserve Building 
Room M3 14 2 

20th * c Streets i N.W. 

Washington, D.c. 20551 

Dear Hr. Taylors 

Attached Is a letter that was delivered today to 
Nr. Clifford. 

Z hope for your support on the points made in the enclosed 
letter. Zt reflects views Z have expressed to you in ay 
earlier and regular communications with you. The most resent 
of the proposals advanced by Messrs. Clifford and Altman still 
does not, in ay view, adequately address First American's 
problems. During the past week, there has been confusion with 
raspsct to year position oa the question of Messrs. Clifford 
and Altman remaining ae officers and directors of First 
American. 

Z look forward to speaking with you about these natters 
early next week. 


Sincerely/ 

Charles Hoc. Mathias 


Attachment 
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GENEVA TAIFW 

HOMO KON4 Tana 


MC7ROPOUTAN 49UARE 

i4«o a Strict, n w 
WA 9MIN0T0N. 0.e. 16449* 1 099 


August 2, 1991 


metMONt* MMTI HII 
mu. OOMCtTtC 999410 
mu> 'MffRNATlONAl 94949 
CAttf. ArTORNCVO warmmrton 
r *»«"U! 909*797-9499 

wftrrift'o o uiccr nun it*. 


Kussssmm 

Honorable Clark Clifford 
Chairman 

First America n Bankshares, Inc. 

c/o Clifford 6 Warnka 

815 Connecticut Avenue, N.W. 

Washington! D.c. 20006 

Dear Clark: 

As you are aware, during the past sir months the Special 
Oversight Committee has worked to respond to the major 
challenges confronting First American. These challenges 
include: (l) the capital needs, (2) the regulatory and 

enforcement problems and (3) the need for new leadership* 

Much success has been realised in addressing First 
American's capital needs. In June, as a direct “result of the 
efforts of the Special Oversight Committee, the Abu Dhabi 
investors provided a capital infusion of dose to $40 million 
(which supplemented the rcughly 980 million that they 
contributed a few months earlier) and purchased FAB's Ui 

million of outstanding senior notes (concurrently valving the 
technical defaults thereunder) • The capital infusion enabled 
us to bring the capital ratios at First American and each of 
its subsidiary banks to levels comfortably above the regulatory 
requirements. 

The hope of the special Oversight committee had bean that 
after resolving the Bank's capital needs by these steps, ve 
could proceed to address prooptly the enforcement and 
management problems facing the Bank* Subsequent developments -a 
have given new urgency to resolving these problems* 

As you know, banks depend on confidence* The extraordinary 
publicity detailing the obvious historical links that you and 
Bob Altman have had to BCCX and the questions this has raised 
with respeot to First American has seriously threatened the 
confidence of First American's customers and depositors. In 
recent weeks, there has been a worrisome outflow of deposits. 
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JOKES, DAT. UAVII * FOODS 


Honorable Clark Clifford 
August 2, 1991 
Page 2 


which continues each day. Zn addition, Jack and Paul report 
that nany institutional depositors who have not yet withdrawn 
their deposits are expressing serious ooneern about their 
continued relationship with First American. Squally troubling 
is the reluctance of other financial institutions to do 
business with First American. This is having a major impact on 
the institution's operations. Coupled with a demoralised etaff 
at all levels, the growing lack of confidence in First American 
is resulting in a daily erosion of the Bank's market position 
and financial strength. 

The publicity regarding First American's alleged ties to 
BCCI will undoubtedly continue. Zn the absence of action that 
breaks the perceived link between BCCI and First American in a 
clear and visible way, this continued publicity will* exacerbate 
First American's situation. The unfortunate fact is that you 
and Bob are perceived in the public eye as the link between 
BCCZ — your former client — and First American. When you and 
Bob testify next month at televised Congressional hearings, the 
glare of publicity will be especially intense. 

zt is obvious to all observers that strong, prompt action 
must be taken to disassociate First American so. far as possible 
from the ongoing investigations relating to BCCZ. This action 
must inoluda a change in leadership- X understand that this is 
the strongly-held view of most, if not all, of_the other senior 
officials at First American, including the presidents and many 
directors of the subsidiary banks. The Abu Dhabi investors — 
the Bank's a ingle largeat shareholder group end its 
demonstrated souroe of financial strength — have aleo sought 
the departures of you and Bob. 

Zn my letter of July 26, Z renewed my propoeal that the 
Specie 1 Oversight Committee aseume a leading role to facilitate 
the needed changes — including bringing in new management. 

This followed up on my suggest ions to you as far beck as 
March. Although Z have received no response to my past 
suggest ions, you and Bob have demonstrated by your actions your 
reluctance to accept ay proposals. 

Z recognize that you era confidant of your ultimate . *£* 

vindication and that you do not wish to withdraw until the 
various allegations are resolved. Zn other circumstances, X • 
would support your perseverance. Here, however, we do not have 
the luxury of time to achieve the vindication you expect. 

First American's position continues to erode with the passage 
of time, and it is unrealistic to expect a resolution of the 
pending investigations in the near term. Zt has become 
painfully dear that your continued association with First 
American as the investigatory process unfolds will herm the 
institution. 
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Honorable Clark Clifford 
August 2, 1991 

Page 1 


Sana time ago z recommended that you taka tha initiative 
and announca a plan for your and Bob's dsparturs from Firot 
American. Z believed than that an early departure would be in 
your interest aa vail as tha Bank's interest. Z regret you did 
not follow that course, which Z suggested as a friend as veil 
as a board aenber. 

Z hope that you will now change your decision and resign as 
an officer and director of First American Bankshares and ail 
related corporations. Your indication today of your 
willingness to relinquish your position as First American 
Bankshares Chairman is a step in the right direction. The new 
management configuration you proposed may, however, be viewed 
skeptically and certainly does not provide tha clean break that 
would best serve the institution's interests. 

Z believe that your and Bob Altman's prompt withdrawal is 
now urgently required, both for your own sake, for Bob Altman's 
sake, and most importantly for the sake of the institution you 
have served. Z have not asked the other members of the Special 
Oversight committee to review or join this letter. But Z am 
confident from conversations with each member that all would 
agree that your withdrawal at this time would be in the best 
interests of First American. As difficult as this will be for 
you, it will express your care and concern for First American, 
.its depositors and employees in a unique and impressive way. 

Sincerely, 

Charles McC. Kathies 


cot Robert A. Altman 

Special oversight Committee 
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Honorable Clerk Clifford ^ 

Chairman 

First American Bankshares, Inc. 
c/o Clifford 6 Wamke 
815 Connacticut Avenue, H.W. 

Washington, D.C. 20006 

Daar Clarkt 

Bated on our candid ditcu.eiont d^^ toe paat wejk, it 
aopaars thara is a consansus among tha dir actors that First 

1 can Bankshares should mova forward on thraa fronti* 

# 1 % exploration of options for a sals of the bank; ( 2 ) the 
establishment of a trust to hold tha CCAH shares; 
inpleaantation of a change in tenior “ 

usaful that wa hava agreed on these objectives, 
important, though, in the manner in which we prooeed to achieve 
then. I have none thought* in thin regard. . 

Tn a nubile corporation it would be common to delegate tha 
.neaotlation of thasa thraa actions to tha outside directors to 
-- guarantee both tha fact and tha perception of objectivity, 
van the currant membership of the Board of Directors of 
Bankshares thia is not feasible, but the special Oversight 
Co m m i ttee offers a reasonable alternative because it is not 
perceived by any relevant constituency to have any potential 
conflict of interest. X believe a Board Resolution assigning 
Sis responsibility to the Oversight Committee should be passed 
promptly* 

It is critical that action be. taken quickly and decisively, 
since First American faces a deteriorating situation. 

Regarding the possible sale of the Bank, we are scheduling a 
Sietingwith Morgan Stanley next week. I believe they should 
be retained ee early as possible. Regarding management, there 
JSeClJ are eminently qualified, distinguished bankers- 
acceptable to the Federal Reserve — who would be willing to 
take on this assignment on very short notice. We cannot afford 
e search extending several months, but rather should effect the 
management change as soon as possible. 


i 
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cliff ted 

JtUy 26, im 

p«9i a 


jam na sum * moor 


Yea and Bob JUtaon aloe have diseases A the possibility of ai - 
righto offoring to the CCAH shareholders. St appears clear,' 
however, that the circumstances sur ro o n A ing the 'ownerslOp of 
the outstanding CCAH stock would presonably eosplioate say 
righto offering* X *0 not believe first American should a sauna', 
the suooass of a rights offering for purposes of its capital I 
planning. ' ' i 

Sincerely, 


Charles Nee. Mathias 




Enclosure 


t* 


cc: Paul 6. Adana, ZZZ 

Robert A. Altnan 
Jack If. Baddov 
Charles Btauffachar 
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BCCl/7ir8t American Political Influence Peddling? 

It has been reported that BCCI has influenced the political 
process on an international scale. New evidence uncovered by the 
Committee indicates that the large American arm of BCCI, First 
American, loaned money to dozens of foreign government officials 
stationed in Washington, D.C. and New York. To date, the 
beneficiaries uncovered are mainly persons working at embassies 
from countries in the Middle East or persons from Middle East- 
related entities such as the Committee for the Preservation of 
Palestinian Heritage, League of Arab States, and the U.S. -Saudi 
Joint Economic Commission. 

It was a strategy of BCCI to use First American in the D.C. 
metro area to gain access to foreign politicians. In New York, 
that task was left to the First American Bank of New York. 

- In Washington, D.C. First American loaned money to many Middle 
East embassy employees from Ambassadors to chauffeurs, and 
their spouses and children. 

In Washington, D.C. First American loaned money to embassy 
employees that represented the following armed forces: 

Jordan Military 
Saudi National Guard 
Saudi Military 
Saudi Army 

United Arab Emirates ‘Military 
Algerian Military 
Guatemala Military 
Lebanon Militia 
Kenya Military 

In New York First American sought out banking relationships 
with United Nations personnel and foreigners stationed in 
embassy offices in New York. 

First American employees even attended a reception in Honor of 
Iraqi Military in January 1988. 
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Amendment #22 


Points Against Reducing Compensation 
of RTC Employees 

See Attached Letter from RTC/FDIC Chairman Seidman 

If the Annunzio language reducing the compensation of RTC 
employees is passed: 

o The operations of the RTC will be severely disrupted. 
Employee morale will suffer. Many key personnel move back 
voluntarily to the FDIC. All current employees of the RTC are 
currently treated as employees of the FDIC, and the FDIC will reap 
a personnel windfall, as it cherry-picks the best RTC people. 
Other banking agencies will also be in a position to recruit RTC 
staff. 


o The further recruitment of additional RTC staff will be 
more difficult. As a temporary agency, the compensation 
differential is an important off-set to the permanent job security 
of other federal agencies. 

o The amendment is inequitable. Many RTC employees left 
private sector jobs or jobs with other banking agencies to accept 
these positions. 

o This amendment is punitive and would appear to punish RTC 
employees for the failed policies of over a decade that lead to the 
savings and loan disaster. 
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Resolution Trust Corporation 

.‘.-3— g?cn 3C2C434 


L .Viiiiarr Seia^ar 


October 1, 1991 


Dear Mr. Wylie: 

I want to take this opportunity to comment on several 
proposed amendments to the bill on restructuring the Resolution 
Trust Corporation. I be' .eve that a number of these amendments 
would have deleterious erfects on the RTC's ability to 
effectively manage and sell assets under our control. 


One amendment would cap the number of employees of the RTC 
and the Oversight Board at the number of employees as of 
September 1, 1991. Capping the number of employees would have 
negative consequences for the RTC because it would impact the 
RTC's ability to operate efficiently and effectively in the 
disposition of assets. A cap would not account for operational 
needs for additional employees if more savings and loans and 
their assets are transferred to the RTC's control. A cap also 
negates management flexibility in adding staff to increase asset 
sales if mar. .gement determines that increased staff would result 
in quicker sales at higher value. 


Amendments are proposed which would prohibit both the RTC 
and the Oversight Board from providing employees with salary and 
non-wage fringe benefits in excess of those provided to Federal 
civil servants. The conversion would be inconsistent with the 
provisions within FIRREA , codified at 12 U.S.C. 1833(b), 
requiring the various financial institution regulatory agencies 
to "seek to maintain comparability regarding compensation and 
benefits." According to the Congress, the "intent [12 U.S.C. 
1833(b)] in eliminating the [pay] restrictions of Title V [is] 
that the various Federal bank and regulatory agencies be able to 
address identifiable personnel ... [and] to ensure the bank 
regulatory agencies do not compete with each other for these 
unique personnel." By having the flexibility to set 
compensation, the RTC has been able to attract and retain the 
personnel necessary to perform the RTC's mission and functions. 

If the RTC alone were to revert to the general pay schedule, this 
conversion could easily result in a massive exodus from the RTC, 
particularly in critical positions. Such a departure of 
employees would substantially disrupt the RTC's operations 
^further delay the sale of assets. _ 


Finally, an amendment would require the RTC and the 
Oversight Board to include in their semi-annual report to the 
Congress, the names and the amount of compensation paid to 
employees in excess of the rate of the Executive Level V Federal 
employees. This amendment would pose no problem since Federal 
employees salaries are currently public information. 
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I urge you to seriously weigh the potential negative impacts 
these amendments would have on the RTC's ability to deal 
effectively with the savings and loan clean up as you consider 
legislation to restructure the RTC. 

With best wishes. 


L. William Seidman 
Chairman 

Honorable Chalmers P. Wylie 
Ranking Minority Member 
Subcommittee on Financial Institutions 
Supervision, Regulation and Insurance 
Committee on Banking, Finance and Urban Affairs 
House of Representatives 
Washington, D.C. 20515 
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Mr. Kelsey Keek 

staff Director 

House Banking Committee 

2129 Rayburn House Office Building 

Washington, D. C. 20515 

Dear Mr. Meek: 

On August 31, 1991, the House Banking Committee invitad tha 
current directors of First American Bankshares to appear before 
the Committee on September 11, 1991. The directors had, of 
couree, been aware that Messrs. Clifford and Altman would be 
testifying on that date since the Committee's announcement to 
that effect in mid-summer. However, the directors were not 
notified by the Committee that their appearance at this hearing 
would be required as well until the invitations were faxed to 
them last Wadnasday. 

The majority of the current directors, several of whoa are 
also officers of First American Bankshares, are actively 
engaged in the full-time management of tha bank, with events 
at the company and its insured subsidiaries requiring full-time 
attention, preparation for tha participation In these 
potentially broad-ranging hearings by September llth has not 
been feasible. 

However, the currant directors certainly desire to be of 
assistance to the Committee and its inquiry. Accordingly, they 
would be willing to testify before tha Committee at a mutually 
convenient time. 

On their behalf, we therefore request that tha invitationa 
for their respective appearances on September 11 be continued 
until a mutually agreeable data. This would give them adequate 
time fully to inform themselves as to tha facts and events of 
concern to the Committee. 

with appreciation in advance for your sympathetic 
consideration of this request, Z am 

Sineerely yours, 

^Jonathan c. Rosa 

P.S. Please feel free to oall ne at any tine. Ky direct 

line is 202-S79-38SS. 
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■ FEATURES nUNGE 

The Dank Side of 
International Banking 



Mcndo 

By Enzo D’Antona and Giuseppe Sarcina 

N on-existent controls, ignored warnings, permissive 
laws: Criminality has been given the green light. And 
new European Community (EC) directives to pre- 
vent money-laundering risk no longer being of any use. 

Th&-&a son is that a no man’s land now cuts Europe in 
two. This axis was unthinkable until recently. On one side 
is London. Europe's oldest and most solid financial city, 
and on the other is Luxembourg, with its banking-secrecy 
laws and reputation as a traditional financial haven. 

The comforta ble di stinction between the “opaq ue" in 
banking — the financfailiavens — and the “transparent” 
banking systems that exist elsewhere no longer holds. A 
virus is in circulation, and any banking institution can be 
struck by it, especially as long as control mechanisms con- 
tinue to follow different procedures from country to coun- 
try and banks are regulated on the basis of sometimes-con- 
trasting laws. 

In June, after four years of investigations. Manhattan 
District Attorney Robert Morgenthau indicted Bank of 
Credit and Commerce International (BCCI) founder Aga 
Hassan Abedi and the bank's former chief operating officer. 

Swaleh Naqvi. Both are Pakistanis. According to the 
charges. BCCI has operated as a kind of parallel system 
since it was founded in 1972. It has engaged in money-laun- 
dering; clandestine financing, allegedly for the CIA; selling 
arms to the Iranian government; and opening coded ac- 
counts to which the likes of Abu Nidal, the head of the 
most extremist faction of the Palestinian terrorists, had ac- 
cess. All this happened amid the apathy of British monetary 
authorities, starting with Chancellor of the Exchequer John 
Major, before he assumed his current post of prime minister 
in 1990. 

The failure of the British banking-control mechanisms 
is the circumstance that is seen as most astonishing at EC 
headquarters in Brussels. Few imagined that the banking 
swindle of the century, as the BCCI affair has been labeled 
by the Anglo-Saxon press, could occur outside of the re- 
stricted circle of traditional financial havens and cause the 


From the independent newsmagazine “II Mondo” of Milan. 


City of London— Europe's premier financial market— to 
quake. In the wake of the scandal, the telephone was almost 
always busy at the Bank of England. And for the bank's 
48,500 British account holders, as well as their fellow ac- 
count holders throughout the world, it was not easy to get 
in touch with a Bank of England official who could provide 
any information. All that one could get was a strong invita- 
tion to be patient and advice not to give too much credence 
to British newspapers, which have been saying that at least 
10 years will be needed to unravel the BCCI muddle. 

Was BCCI an isolated case? Or was it the first obvious 
sign of a change in the British banking system and. thus, 
in international banking? Under former British Prime Min- 
ister Margaret Thatcher, says Socialist European Parlia- 
ment Member Enzo Mattin a. “deregulation did not involve 

only social policies but also finance and the banks In 

other times, [alarms] about BCCI would not have fallen on 
deaf ears. There would have been a thorough investigation, 
and we would not have come to this point." 

Bewilderment about banking- control mechanisms in Eu- 
rope is now emerging. In fact, every bank is supposed to 
respect the regulations set up by its country of origin. But 
some countries have, as is said, a “l oose mesh ." Among 
these is Luxembourg, the other side of the aids on which 
the BCCI story developed. 

In the grand duchy, legal conditions are ideal for devel- 
oping and carrying out illegal trafficking. New companies 
are not required to reveal the nationalities and places of 
residence of their shareholders and administrators, for ex- 
ample. Nor are they required to present their balance 
sheets. At the end of May, however, Luxembourgers had 
to accept the EC directive on money-laundering. 

Luxembourg is not alone. Even the bankers of Switzer- 
land, the traditional stronghold against the fall of banking 
secrecy, have had to accept a compromise. Having abol- 
ished the mechanism that allowed trustees and lawyers to 
open accounts for unidentified clients, Switzerland has 
sanctioned the banks' obligation to denounce money that 
they suspect comes from illegal sources. 

Yet, despite these regulations, the Swiss system is still 


20 WORLD PRESS REVIEW • OCTOBER 1991 
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under accusation. Swiss magistrate Michele Rusca, who re- 
cently presided over a major money-laundering trial says 
that S percent of deposits in Swiss banks could be from 
illegal sources. “But the countries that are really at risk," 
he says, “are those whose governments are compliant. 
Cases such as that of BCC1 occur where the links of the 
chain are weak.” 

Where could another BCCI case explode? Rusca has no 
doubts. The risk is in Eastern Europe: Hungary, Romania, 
Poland — countries that want to attract investment They 
could find dirty money to launder or clients aiming to use 
their banks for the most indiscriminate operations. 

The problems of bank surveillance are posing themselves 
on an international scale. What for example, do two recent 
financial scandals — the Nomura Securities scandal in Japan 
and the one involving the Atlanta branch of Italy’s Banca 
Nazionate del Lavoro (BNL) — have in common? “They 
are two cases that demonstrate the danger of situations 
where economic power is concentrated in a few hands,” 
says Paolo Bemasconi, an expert on economic crime. In 
Japan, the shock of the scandals was very powerful: In the 
course of a few days, powerful institutions such as Nomura 
and the country’s thn* other large brokerage companies, 
Daiwa. Yamaichi, and Nikko, appeared to international of- 
ficials and local account holders to have been in business 
with the local mafia and at the service of a few industrial 
groups and government ministries. The BNL Atlanta affair 
is not as clear, although investigations have added new and 
important details. According to Gian Maria Sartoretti. who 
runs BNL’s Financial Institutions Department, the head of 
the Atlanta branch had set up a network of illegal activities 
involving suspicious Bulgarian, Turkish, and English com- 
panies to traffic arms and drugs. 

Why are scandals such as that of Nomura, BNL Atlanta, 
and BCCI coming to light only now? One reason is that 
international detente seems to have favored a settling of 
accounts, so to speak: A general cleanup has been set in 
motion that has overrun the old pacts sealed by countries’ 


secret services— especially those of the U.S.— and subver- 
sive organizations; guerrilla groups, such as Nicaragua’s 
Contras; and governments, such as that of Iran. Moreover, 
the lack of uniformity in international controls has allowed 
the infiltration of organized criminals and terrorists into 
international finance. 

In the end, what lessons can be drawn from the BCCI 
scandal? Obviously, the links between the banking world 
and secret or criminal organizations are growing closer. But 
there is more: The BCCI affair marks the passage of the 
criminal economy into a new phase of trafficking. □ 

Around the World's 
Financial Havens 



By Tom Maxthinsen 


S heltering one’s capital in tax havens can quickly end 
in money lost these days. Shady, even criminal, people 
are thriving in many banking and financial sectors; so 
are drug money and other black-market funds. Panama was 
once considered a safe place to put funds. But when prob- 
lems arose for General Manuel Noriega, money began 
flowing out of Panamanian banks to Barbados, the Neth- 
erlands Antilles, the Cayman Islands. Montserrat, and 
many other places. After the U.S. invasion in 1989. Panama 
had trouble getting back on its feet financially because, 
among other reasons. Noriega’s bank contacts were not the 
only ones minted by cocaine money. There are indications 
that under current President Guillermo Endara. Panama 
has its share of cocaine-infected banks. 

One also finds snakes in other tax paradises: 

TK CJHHMEM TWo years ago, possibly the largest tax- 
haven scandal of them all swept over Montserrat a small 
British colony in the Caribbean. In 1989. 347 banks were 
licensed to operate in Montserrat the number is now down 
to 40. This drastic development came as a result of the Brit- 
ish governor general’s order to the local police in July, 1989. 
to raid the Montserrat-based First American Bank. Scot- 
land Yard’s fraud department sent its experts, white the 
British government publicly warned against using the off- 
shore banks on the island. The British government also 
commissioned Rodney Gallagher of the accounting firm 

From the financial “ Dagens ffiacgjflgflK " °f 0*1°- 
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Coopers and Lybrand to submit a detailed report on the 
banking sectors of Montserrat, Anguilla, the British Virgin 
Islands, the Turks and Caicos Islands, and the Cayman 
Islands. 

Gallagher concluded .that the many cases of fraud on 
Montserrat were due to a lack of regulations and the 
island’s dose connections with U.S.-based financial people 
of doubtful reputation. Responsibility for the offshore- 
banking sector was transferred from the local minister 
of finance to the British governor. Gallagher now 
works for the British High Commission in Barbados and 
is responsible for bringing order to the British- Caribbean 
tax havens. 

Most of the tax havens in the Caribbean are former or 
present British colonies, including the Bahamas, Bermuda, 
and the Cayman Islands. The Caymans, in fact, are the most 
successful tax haven of them all. Just a one-hour flight from 
Miami, these islands have the world’s greatest density of 
fax machines and. on paper, the world’s fifth-largest bank- 

"Shaft even criminal, people 
are thriving In many fi nan cial 

sectors." 

ing sector, after the U.S., Japan. Great Britain, and France. 

In contrast to many other places, the Caymans have kept 
their house tolerably clean of unsavory activities. Today, 
acknowledging their dependence on the U.S., the Caymans 
have an agreement that puts confidentiality aside when the 
American authorities believe that drug money has found 
its way to the banks there. 

The banking sector in the British Virgin Islands is not 
highly developed, on the other hand, but there is already 
concern about meddling by the Colombian drug cartels. 
With only a small police force, one boat to control a gigantic 
archipelago, and one plane operated jointly with the police 
of the neighboring colony TXirks and Caicos, many fear that 
the islands’ attempt to become a serious tax haven may be 
strangled by the Colombian mafia’s long tentacles. 

There has been no scandal yet. but the British Virgin 
Islands’ extremely liberal laws for setting up trust compa- 
nies have resulted in suspicions that, among other things, 
the funds of the late Philippine President Ferdinand Marcos 
and money from a large American robbery have been chan- 
neled through the islands’ companies. 

Other Caribbean havens include the Turks and Caicos 
Islands, whose chief minister was arrested for drug traffick- 
ing in 1985; the Bahamas, which long ago put its faith in 
its flag of convenience for shippers and its tax advantages; 


and Anguilla, another British colony that has thus far man- 
aged to avoid scandals. 

TKMOHC The tax havens of the Pacific are more of an 
unknown quantity. Japanese, A merican, and Australian 
capital is now being lur ed toTKe r egion s mini-states. 

In 1971, the British introduced liberal regulations in 
Vanuatu (then called the New Hebrides). When the islands 
became independent in 1980. Vanuatu hoped to become 
another, bigger Bahamas: There were no income taxes, for- 
eign-exchange controls, inheritance taxes, or taxes on prof- 
its from securities trading. 

Elsewhere in the Pacific, the Cook Islands, which are in 
a so-called free association with New Zealand, have at- 
tracted more than 500 foreign companies, while the king- 
dom of Tonga lures capital with liberal regulations and wa- 
tertight bank accounts. Fiji is also attempting to attract 
capital, partly by rebuilding the confidence that was lost 
earlier this year after the military interfered with govern- 
ment operations. 

Attempts to attract foreign capital are also under way in 
the Indian Ocean. There, it is South African capital that is 
being wooed. Mauritius has long had liberal laws and se- 
crecy provisions for financial information. 

HJBOPi In Luxembourg, people have been nervous about 
the establishment of a common European Community 
(EC) financial market because, in theory, this could destroy 
the country’s financial strength. In practice, however, the 
opposite has occurred: Luxembourg has become stronger 
as a tax haven inside the EC. Removal of regulations in 
other EC countries has simply made it easier for rich people 
to channel money to Luxembourg. It has established itself 
as an alternative to Switzerland for not-so-rich people from 
Belgium, the Netherlands. Germany, and France. 

Switzerland itself has long worried about trends in the 
EC. The increased competition from other tax havens has 
been blamed for the recent falling off of capital coming 
into the country. So has the fact Swiss banking-secrecy laws 
are no longer as strict as they used to be. 

The smaller European havens are worth mentioning: 
Liechtenstein. Jersey, Guernsey, the Isle of Man, and Gi- 
braltar. Less known to many are Malta. Cyprus, Madeira. 
Ireland, Andorra, Monaco, and, of all places, Hungary. 

The Isle of Man and Gibraltar are both suffering from 
political crises and from the aftereffects of the 1988 financial 
crisis. Newcomers Ireland and Malta have had quick suc- 
cess. In Dublin. 150 companies are newly registered, result- 
ing in 700 much-needed jobs. And in Malta. 300 companies 
were set up in the country’s first year as a tax haven. The 
companies are from Great Britain. Hong Kong, Italy, the 
Soviet Union, and Arab countries. None of the world’s larg- 
est insurance companies or banks has established itself in 
Malta thus far. But the possibility that Europe’s newest tax 
haven will attract attention is absolutely at hand. □ 
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ATLANTA CONSTITUTION , September 27 , 1991 


xjlnCt wish 


BCCI tied 


is testifies before Congress 



Rick McK^/V/whlniton Bureau 


tether, Bengalis, who became infected with the disease through her 

equinng man- dentist, traveled from her hometown of Fort Pierce, Fla., to 
/ frail Miss testify on Capitol Hill. See article, Page A3. 


ant fever for early ticket-seekers 


ludnapped” his 14 -year-old son 
i from school and showed up 
1 1 p.m. so they could be the first 
•e when about IS, 000 tickets go on 
at noon today. 

Ir. Wages, who confessed he also 
ntly treWi * restaurant bill- 
d to see an image of Jesus Christ 
ie pasta, said this latest stunt 
*t require a great leap of faith, 
much as I believe that Jesus 
st is coming back, I believe that 
Atlanta Braves are going to the 
Id Series,” he said, 
like Witt, second in line, played 
Tictal sargeant at-arms. Keeping 


a list of “who was here first" on a 
crumpled piece of paper, he promised 
to maintain order In case the two doz- 
en fans in line Thursday night grew 
into an unruly mob by this morning. 

About 9:30 p.m., security guards 
ordered the ticket-seekers to •anther 
spot, fearing they would create a haz- 
ard for fans leaving after last night’s 
8-0 loss to the Reds. Brave* employ- 
ees handed out complimentary pen- 
nants to soothe any disgruntlement. 

“We just did this on the spur of the 
moment,” said an employee. “This is 
Braves pennant fever. It's like 
Christmas.” 


to change 
in state law 

House speaker’s trip 
linked to bank lobbyist 

By Patar Mantlus 
Staff writer 

National Bank of Georgia officials may have 
bought a change in Georgia banking law that led to 
the $220 million sale of the bank in 1987, new evi- 
dence suggests. 

Among the highlights: 

•> A former NBG officer said late Thursday that 
_NBG paid the expenses of Georgia House Speaker 
Tom Murphy for a weekend trip to Fort Lauder- 
dale, Fla., in January 1987 arranged by J. R. “Jake” 
Cullen, a lobbyist promoting the change in the 
banking law sought by NBG and the Bank of Credit 
and Commerce International. 

► NBC News will report tonight that a “T. Mur- 
phy,” believed to be the Georgia House speaker, 
was a guest in a $300-a-night Florida resort just 
prior to the introduction of the legislation. 

► State Rep. Wesley Dunn of McDonough, 
chairman of the House Banking Committee, said 
Mr. Cullen both invited him on the Fort Lauderdale 
trip and asked him to handle the NBG legislation in 
the Georgia House. 

Mr. Murphy, reached earlier in the day, denied 
that he had ever known any lobbyists for BCCI. "1 
don't know what they [NBC1 are talking about. I’ve 
been to Fort Lauderdale and West Palm Beach 
many times. I go down every year for spring 
training." 

No explicit link exists between the trip and the 
passage of legislation that cleared the way for the 
merger of NBG with First American Bankshares 
Inc. 

Two months ago, the Federal Board 

charged that Doth NBG and First Ar^^n h ad 
^een secre tly and illegally owned by bLU, which 
9tA n ^~^m se(j orpriberv. money-launder ing and 
worldwide frau d. “ 

At the time Of the trip, it was not against the law 
for legislators to sccept gifts from lobbyists, nor 
was there any requirement to report such gifts. The 
laws have since been tightened. 

Please see BANK, A7 ► 
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The following attended: 


Mr. Aijaz Afridi 

Mr . Raja Allahdad 

Mr. Amjad Awan 

Mr. Khusro Karamat Elley' 

Mr. Tarlq Jamil' 

Ur. Shafiqur Rehman Khan 
Mr. Sultan Mohluddin 
Mr. Dilip Munshi 
Mr. Hasan Paruey 
Mr. Musrat Rlzvl 


Mr. Louis Saubolle, Mr. S.M. Shafi and Mr. Sanl Ahmed could 
not attend the meeting because of their other engagements. 
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CONFIDENTIAL 


Introduction 

It was the consensus of the meeting that the challenge fac- 
ing the BCC Group In the U.S. was a unique one, since they had 
hitherto been mostly successful in developing countries. They 
were now embarked on establishing an equally successful busi- 
ness In the most advanced and most competitive country in the 
world. 

The U.S. Market was described as information driven and 
Information prone. As such, there would.be a need for us to be 
uptodate in our knowledge of this market and be fully Informed 
about customer needs and trends. This would, therefore, require 
a very well planned and calculated approach to Marketing, 

The time had come for us to be clear as to how this growth 
would take place. 

- Would this be through the acquisition of Banks? 

i 

- Should we open lots of agencies In the various 
states? 

- Should we contemplate opening more Representative 
offices and If so, where? 

It was agreed that whatever the problems that were to be 
faced and the potential solutions we would arrive at we had as 
good a chance of success as anywhere else because we truly be- 
Ueved BCC was a mission, that our greatest asset were people 
and that our success arose out of the faith and dedication with 
' which these people pursued their mission. 

EstEBcas 

The meeting was described as a very timely one in which we 
had an obligation to succeed and where success could only be 
achieved If we went about the task collectively. It wan also 
felt that it Is through meetings of this nature that Informa- 
tion will flow, assistance will be provided, and the collective 
view on the U.S. operation will be presented to the C.S.O. so 
that It may aseiat them in carving out the policies on growth, 
expansion, credits and personnel matters. 

After discussion It wan agreed that the purpose of this 
Meeting was: 

1. To Inform sach other of the nature of their 
operations 
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2 • To demonstrate how we are working together 

3. To make recommendations on how we could do 
more business together. 


Individual Presentations; 

To update each member ot the operations of different units 
It was agreed to discuss briefly the size and volume of each lo- 
cation's business. 


Mr. Tarlq Jamil presented the 
(As on 31/12/84) 

following report 

National Bank of Georgia 

Deposits 

996 Million 

Assets 

1303 Million 

Profits 

10.4 Million 

Advances 

742 Million 


Eftlurg oi Baalaflgfl 

A. Retail and Consumer. 

B. Mid-Size Market (Commercial) Profitable and 

Relationship Oriented. 

C. Trustee Business. 

0. Bankers to Government Agencies. 

E. Small to Mid-Size Corporate Sector. 

F. Wholesale banking division established to 
address large corporate sector. 

To Increase the profitability by growth the follow 
lng actions have been taken: 

A. Expansion - obtaining charter. 

B. Added more people to marketing. 

C. Decentralizing marketing. 

D. Expenses control. 

He mentioned that consumer business Is more profit 
able than commercial business. 
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BCC Canada 

Mr. Allahdad mentioned that It ia difficult to operate 
on the same lines as NBG has beea doing because of the differ- 
ence In operational situation and credit policies for BCC 
Canada and that of N80. BCC Canada cannot enter into: 

A. Consumer Loans 

8. Commercial Loans 

C. Credit Card Operations 

lie was also not happy with the capability of BCC computer 
facilities to meet the needs of the consumer, in the local 
market place. He mentioned that till 1981, BCC had no accept- 
ability In the local market and the situation has changed 
totally now and their CD's have an excellent listing. Their 
customer deposits are around $200 million, out of which 99% 
are corporate funds and 49% from the retail sector. The loan 
portfolio is around $90 million. Mr. Tarlq Jamil discussed 
with him the possibilities of customer CD’s for smaller 
accounts on the lines of NBG and requested Mr. Raja to explore 
the probability in the future. Mr Allahdad mentioned that 
the reason of low profitability Is lesser thrust In the consu- 
mer market ae compared to more resourceful banks and mainly 
depending on corporate sector that offers very thin margins on 
the deals and deposits. In the Interest of profitability the 
capitalisation costs have been kept very low that are negating 
the efforts to expand. 


How York Asesew 

Mr. Rehman aprlsed the members of the present situation of 
the Agency and the process through which it has passed during the 
last one year. Because of its inability to open customer depoeit 
accounts much could not be done in this sector and most of- 
the time was consumed la setting up the office and systems so 
that it could be ready to accommodate all bueiaees that has 
to come. 

In March 1989, after the passage of the Hew York State Omni- 
bus Banking Bill, the Agency hae beea authorised to accept 
all kinds of non-resldent/non O.S. citisen deposits of all 
denominations. The initial work has been completed on the 
printing of account opening forme, etc..., and after the con- 
centrated marketing efforts positive results as expected. On 
the business side there has been an increase at an accelerated 
pace and the take off situation is very near. 
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Mr. Sakhla Interned that the. Miami Agency stands in third 
position among the forolgn agencies in Miami. The Caribbean 
Region has contributed 13.5% to the growth o f total deposits 
to the Croup during 1984. BCC has all the acceptance of the 
local financial community. Mr. Sakhla suggested that they 
should' have a Joint approach in handling the U.S. business 
and that a consolidated and unified presentation should be 
made to C.S.O. to understand our operational problems and that 
a coordination team should be formed to collect information 
on the movement of the existing clients and the prospective 
clients. 


Latin American Region 

Mr. Musarrat Rizvl' informed that their region has gener* 
ated $200 million of deposits out of which $80 million has 
been placed in other BCC units. The projected figure for 
1985 is $800 million, out of which $150 million are expected 
to be placed with other offices of BCC during 1985. Their i 
operation in Peru and Argentina will start this year and it 
is expected that the Latin American Region will give a profit 
of $10 million in 1985. Re assured that every possible effort 
will be done to assist all the centers in their growth. 


San Francisco 

Because of the nature, of operations, San Francisco Agency 
had mainly been catering to the Chinese businesses. Mr. 
Mohiuddia recently travelled in the Middle Bast and was sue* 
ceesful in generating substantial amounts of deposits that has 
been placed with the Agency. Re was confident that all efforts 
will continue to Increase the also and effectiveness of their 
office. 


laa lamias 

Mr. Mttnehl Informed that his market Is predominantly the 
ethnic community for retail deposits. Like San Francisco, they 
have to depend on deposits from Hong Kong, Canada and Middle 
Bast. Re had poor response from most American companies that 
mainly deal with our U.8. Banks and he consequently concentrated 
on' inter-bank money market. Re was of the opinion that in the 
Interest of profitability the loan portfolio is to be increased, 
la order to have an entry la the High Met Worth Individuals 
sector, they are pleasing to open an office la Beverly Hills 
very shortly. 
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First Aaarism flnaM ot Baa larM 

Ur ; ?J 1# ? « av * * background of the history ot FAB Group 
especially New York, describing the role of the lnvostors P 
and how the emphasis was on developing New York. He described 
that in addition to providing a range of full services from 
New York, the main focus would be on creating a powerful Inter- 
national Division and very strong Money Market and F.x. Opera- 
tions, since these are two areas which had not been available 
in the FAB Group. He was glad to report that the Bank in 
New York was fully operational and offerred in the International 
Area, Correspondent Banking Services, Trade Finance and Private 
Banking. Additionally, they were doing Domestic Banking through 
a network of 44 Branches, which were engaged in all the retail* 
services from Mortgages to Auto Loans. A Corporate Division 
a * ter Biddle Market and the larger companies, while 
**»• Treasury area was now very active in Money Market and For- 
Si?2* Exch 2 n S* Markets. FABNY was also a member of CHIPS and 
swift, and had started handling the aecounts of a number of BCC 
Branches e 


Partly as a result of a number of acquisitions made in the 
previous year, the Bank had now achieved a size. of $800 mil* 
lion in assets and had a capital of $ioo million. It was 
expected that by the end of 1988, Assets would reach $1 billion 
m New York. 

They were presently facing the following problems* 

1. New York City overheads were high and the dilemma 
was how to be la profit from year one. 

*. Because of its acquisition programme, the Bank was 
currently a combination of 3 Banks, and a lot 
of Management time was being spent to form them 
into one Bank. 


3* Sophisticated automation and systems had been put 
la place. This initially created teething prob- 
lems, which wore now almost resolved, but they 
had nevertheless taken up considerable time. 

4. They wore having to work very hard la creating a 
joint personality of the Senior Management. . 

• -* 

Washington HenreSoatatlv? Office 

Mr. Amjad Awan was requested to provide timely Information 
on domestic and international deals. Mr.. Jamil described 
Washington as a seat of decision-making on major policies on 
trade and banking business. Mr. Awan assured that they are 
gearing up to moot the Increasing-requirements and expecta- 
tions of assistance of BCC Croup. 
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CflBSlMlfltt 

The next venue of the meeting was decided to be In Miami 
on June 1, and specif le Items for the Agenda to be advised 
to Mr. Shaflq Ur Rehman for circulation. Mr. Rehman was 
requested to prepare, with the assistance of Mr. Elley, the 
Minutes of the present meeting. 
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MEMORANDUM 

TOt Robert Altman 
President 

First American Bank shares 

FROM: Kay id Shawish 

Vice President 
First American Bank# N.A. 

DATE: April 8, 1985 

SUB: Bank of Credit and Caimerce International - Miami Offioe 



visited Bank <* Credit and 
thursday March 21# 1985. 


Caimerce International 


ttxm vour suggestion, I 
Miami (BCCI-Miami), an 

Sakhia# Raghu R. Bahadur# Ranit Basu# Hamid A. 

Magsood Akhtar# Saad Shafi# Furrukh Sani# M. H. 

and Safed u. Sakrani. The purooee of this visit 

and finds ways in which First American and BCCI can work wore closely 
together in areas that can be beneficial to both. ' 
were discussed s 


I met with Abdur R. 
Khan# Hassan Parvez# 
Rehrran# Patrick Lynch# 
was to exchange ideas 


The following subjects 


1. BGC VISA Travellers checks: BCC is issuing VISA Travellers checks in 
U.S.5 and other foreign currencies. Mr. Sakhia offered us 2/2 of 1% 
oonmission on the sale of their travellers checks. Currently we are 
selling American Express Travellers checks# our commission 1/3 of 1%. 
Acceptance of VISA Travellers checks is increasing world wide. First 
American Bank should look into the possibility of issuing the VISA 
Travellers checks and thus benefit from the full 1% oonmission in addition 
to the float. 

2. Broker deposits: BCCI is looking into this area. They claim there 

are many activities in this area in Miami, the broker calls around for 
rate flotation to place the funds; if the bank is paying 9 3/16% for the 
funds. The instrument jor C.D. will be booked at the rate of 9% in the 
name of the client and the 3/16% will be paid directly to the broker as a 
oonmission. Nr. Remit Basu was asking if we are interested in this type 
of business and if it is permissable. The deposit will be coming through 
brokers from U.S. residence# and Foreign Nationals. 

I was informed by Mr. Jerry Kennedy# Senior Vice President of First 
American Bank# N.A. that we currently have similar arrangement with 
Merrill Lynch# except we issue "Negotiable Bearer Instrument". We 
deliver the instruments to Merrill Lynch# and thus have no direct contact 
with the owner of the funds. 
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MEMORANDUM 

Robert Altman 
Page 2 

April 8, 1985 



3. More cooperation with BCCI : they expressed their interest in referring 

business to us and thus we reciprocate. 

- If an American company or contractor doing business in foreign countries 
is in need to borrow or post a bond, we can lend in the U.S. and have 
BCCI issue the guarantee through their office in the foreign country. 




They can provide us with country study and economic and political 
analysis services of foreign countries. 


First American Bank of New York is currently opening correspondent 
relationships and exchanging test keys with many banks throughout the 
world. Since we are just starting, we do not know the volume of 
business we are going to have in these countries; and if First American 
Bank of New York opens accounts and exchange test keys with the 
regional offices of BCCI, we will be able to service most of the world 
through probably 3 accounts (Miami, London, and Hong Kong) and obviously 
it would be less expensive to the bank. As we expand our International 
business, we can selectively open new accounts with other banks. 



/ 


4. Camodity Credit Corporation (CCC) Export Credit Guarantee Program 
(GSM-102): This program provides protection to U.S. exporters or their 
assignees -which must be banks or other financial institutions In the 
United States-against payment defaults by foreign banks when purchases of 
U.S. agricultural commodities are made on a deferred payment basis. 


Under the program the U.S. exporter pays a fee and receives a payment 
guarantee from CCC. Usually, the exporter will assign the proceeds that 
may be due under the payment guarantee to a U.S. bank financing the 
export sale. The foreign buyer can purchase on credit and the exporter 
receives payment immediately after shipment. The U.S. bank financing the 
sale is protected by CCC's guarantee in the event the foreign bank 
defaults under a letter of credit or related obligation. The OCC guarantees 
98% of the principals and 8% of the interest for a maximum period of 36 
months. 


The difficult part under this program is obtaining the business, because 
it will require strong connection and travel to the selected countries; 
other than that, the program is easy to handle and can generate large 
volume of international loans to the bank. It can be very profitable 
because the rates are negotiated directly with the foreign countries. 


cflflKPH 
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MEMORANDUM 

Robert Altman 
Page 3 

April 8, 198 S 


Exposure under this program is the 2% of total loans plus interest in 
excess of 8% (CCC guarantees up to 8% of the interest). 

BQCI is actively seeking loans under this program and they are selective. 
I was informed by Mr. Sakhia that BOCI have 2 loans on their books to 
Jamaica. The first one was made last year/ $17 million total and the 
second one is recent for 10 million. Repayments are semi-annual of 
principal and interest over 3 years. The interest rate on the first loan 
is prime plus 7/8% floating. 


Mr. Sakhia offered us to participate in $5 million or $10 million at the 
rate of 1/2% below prime if we take the participation at 100% (our 
exposure will be 2%); and 1% below prime if we participate at 98% which 
is the guaranteed portion/ and assume no risk. 

If this type of international lending is desirable to First American/ I 
would suggest the followings 


1. Select the country and the maximum amount we like to lend. 

2. . Participate with BOCI in the negotiation with the country we selected. 
If boci is negotiating for $20 million and we are interested in $10 
million/ then the negotiation will be for $30 million. Me can share in 
the expenses and benefit from their oontact. The negotiation will be for 
a larger portion of the total available guarantee# vrtUch can be 
desirable to the foreign country. 


In other word*/ we pre-establish our guidelines regarding the country, 
the amount# and the return# and at the same time lessen our expenses and 
acquire the oontact and expertise we need. 


CONFIDENTIAL 

FA0372048 
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January 7, 1991 


rccCPMOMt 
rte« •it-Moe 


J. Virgil Mattingly, Jr. 

General Counsel 

Legal Division 

Federal Reserve System 

20th Street & Constitution Ave. , N.W. 

Washington, D.C. 20551 


Re: Credit and Commerce 

American Holdings, r. V. 
rC CAH" ) 


Dear Mr. Mattingly: 

In response to your request, we have prepared a 
year-by-year summary of the shareholdings of CCAH from 1982 to 
1990 and submit it herewith on a confidential basis. 

Should you need any further information, please let us 

know. 
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CCAH Shareholdings 

1982-1990 


1382 Acquisition 


Merger 



Tender Offer 
f 3/2/82) 

* 

(Class A) 
( 8/28/82) 

* 

Year-end 

( 12731/82) 

% 

Kamal I. Adham 

19,050 ShS. 

19.05% 

19,050 ShS. 

16.32% 

19,050 ShS. 

16.32% 

Abdullah 

Darvaish (for 

Mohd. bin Zaiad 

al Nahyan) 1/ 13,720 shs. 

13.72% 

13,720 shs. 

11.76% 

13,720 Shs. 

11.76% 

Faisal Saud 
al Fulaij 

7,180 shs. 

7.18% 

10,015 Shs. 

8.58% 

10,015 shs. 

8.58% 

Abu Ohabi 
Inv. Authority 

8,240 Shs. 

8.24% 

8,240 shs. 

7.06% 

8,240 shs. 

7.06% 

Stock Holding 
Co. 

8,240 shs. 

8.24% 

8,240 shs. 

7.06% 

8,240 shs. 

7.06% 

A.*. Khalil 

8,240 shs. 

8.24% 

9,907 shs. 

8.49% 

9,907 she. 

8.49% 

Crescent 
Holding Co. 

8,240 shs. 

8.24* 

8,240 shs. 

7.06% 

8,240 shs. 

7.06% 

Hashriq 
Holding Co. 

7,660 ShS. 

7.66% 

7,660 shs. 

6.56% 

7,660 shs. 

6.56% 

Humaid bin 
Rashid al 
Naomi 

7,070 she. 

7.07% 

7,070 she. 

6.06% 

7,070 shs. 

6.06% 

A.M. Shorafa 

6,480 shs. 

6.48% 

7,591 she. 

6.51% 

7,591 shs. 

6.51% 

Mohd. Hussain 
Quabazard 

2,940 ShS. 

2.94% 

2,940 shs. 

2.52% 

2,940 shs. 

2.52% 

Gulf Inv. Real 
Estate Co. 

1,470 shs. 

1.47% 

1,470 shs. 

1.26% 

1,470 shs. 

1.26% 

Real Estate 

Dev. Co. 

880 shs. 

0.88% 

880 shs. 

0.75% 

880 shs. 

0.75% 

El Sayed El 
Gohari 

590 shs. 

0.59% 

590 shs. 

0.51% 

590 shs. 

0.51% 

ftejifa bin 
2*. fid al 
N«hyan 

N/A 

M/A 

11.087 she. 

9.50% 

11.087 shs. 

9.50% 

100,000 shs. 

100.00% 

118,700 

100700% 

116,700 ShS. 

100.00% 
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lUUi&U 


Abdullah Ouwlik Mt*4 u paraooal npnitautlvt tor Shaikh 
Nohiatd bin Salad al-Iahraa, a alut, imtll anmi— tlaa ei 
tha FCS aaqulaltlaa la aU*lMl. Ftllartac tha traaaaaclaa. 
Shaikh Hwhi — i uium4 la«al clt la ta hla CCAI aharaa. 
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12A1 


Rights Offering Y.ar-.nd 

(12/22/831 (12/31/831 


Kamal I. Adha&A' 

30,319 

shs. 

19.42% 

26,319 

a 

. 

16.86% 

Adham Corp. 
Ltd. 2-/ 

N/A 


N/A 

4,000 

shs. 

2.56% 

Zaiad bin Sultan 
al NahyanA' 

18,350 

shs. 

11^76% 

18,350 

shs. 

11.76% 

Faisal Saud 
al Fulaij 

13,393 

shs. 

8.58% 

13,393 

shs. 

8.58% 

Abu Dhabi 
Inv. Authority 

11,020 

shs. 

7.06% 

11,020 

shs. 

7.06?- 

Stock Holding 
Co. 

11,020 

shs. 

7.06% 

11,020 

shs. 

7.06% 

A.R. Khalil 

13,250 

shs. 

8.49% 

13,250 

shs. 

8.49% 

Crascant 
Holding Co. A' 

12,745 

shs. 

8.16% > 

12,745 

shs. 

8.16% 

Mashriq 
Holding Co. 

10,243 

shs. 

6.56% 

\ 

10,243 

shs. 

6.56% 

Humaid bin 
Rashid al 

Naomi*-' 

9,082 

shs. 

5.82% 

9,082 

shs. 

5.82% 

A.M. Shorafa 

10,154 

shs. 

6.51% 

10,154 

shs. 

6.51% 

Raal Estata 
Dav. Co. A J 

880 

shs. 

0.57% 

880 

shs. 

0.57% 

El Sayad El 
Gohari 

791 

shs 

^0.51% 

791 

shs. 

0.51% 

Khalifa bin 
Zaiad al Nahyan 

14.828 

shs. 

9.50% 

14.828 

shs. 

9.50% 

156,075 

shs. 

100. 00 t 

156,075 

shs. 

100.00% 
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y On Deeanber 1 S, IMS, Shaikh fill Mmm required 2,940 ihirti 
from Hr. Hnhanmad luiula Qtbuw4 and 1,470 rharea tram Gulf • 
Zonstatat Itaai la cat a Ca. Pursuant ta cha 1902 Ki|hti 
Of farina. Shaikh 4dhm puxchaaa4 cha mv riahc aharaa available 
with raapaat ta thaaa cvo haidlaoa (M2 and 490 aharaa 
raipactlTflj). Further vlth re spent ta tha Either Of farina and 
hie pre-eaietiae 19,050 aharaa. Shaikh Adhan purahaaad 5,070 
nav riaht aharaa, and valued oraanpclvo rifhta aa ta 1,551 
aharaa vh leh v ara enquired by Craaaant Saldino 6a. In 
addition, ha enquired 295 nav riaht aharaa valued by Real 
Catata Dove lrpn sat Ca. 

2/ On Oacanbar 21, 1902, Shaikh Sana! Adhan tranafarrad 4,000 
aharaa ta Adhan Corporation Ltd. , a privately bald fiaily 
ho id las eonpasiy. 

If On Deeanber 10, 1902, Shaikh Hohaanad bin Salad aWahyan 

tranafarrad hla 12,720 aharaa ca hla father. Shaikh Salad bin 
Sultan al*Vahyan, aha thereafter acquired tha 4,020 mv riaht 
aharaa available vlth raapaat ta thla heldlas durlns the 1902 
Slahta Of farina* 

4/ Durina tha 1902 Slahta Of far ins. in addition ta aaqulrlno 1,251 
nav riaht aharaa valued by Shaikh Final Adhan (aaa Sate 1), 
Craaaant Boldins Ca. enquired 274 nav riaht aharaa valued by 
Shaikh Bunald bin Baahld al laanl. 

y Saa Bata 4. 

1/ Saa Sate 1. 
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1984 


Y«ar-«nd 

( 12 / 31 / 84 ) 


Kaaal I* Adhaa 

26,319 

shs. 

16. 

86% 

Adhaa Corporation Ltd. 

4,000 

shs. 

2. 

.56% 

Zaiad bin Sultan al Nahyan 

18,350 

shs. 

11. 

.76% 

Faisal Saud al Fulaij 

13,393 

shs. 

8. 

.58% 

Abu Dhabi Invastaant Authority 

11,020 

shs. 

7. 

.06% 

Stock Holding Co. 

11,020 

shs. 

7. 

.06% 

A.R. Khalil 

13,250 

shs. 

8 « 

.49* 

Crescant Holding Co. 

12,745 

shs. 

8. 

.16% 

Mashriq Holding Co. 

10,243 

shs. 

6. 

.56% 

Huaaid bin Rashid al Naoai 

9,082 

shs. 

5 . 

.82% 

A.M. shorafa 

10,154 

shs. 

6< 

.51% 

Raal Estata Dav. Co. 

880 

shs. 

0. 

,57% 

Sayad JawharyL' 

791 

shs. 

0 

.51% 

Khalifa bin Zaiad al Hahyan 

14.828 mh«. 


> 50% 


156,075 

shs. 

100. 

.00% 



Ac the iaaciuAtlMi of Mr. XI S«r«4 XI CohArl, hit 7fl ihAfii 
v*rt r«ri|l«ctn4 In his aodifitO lt««l saat — Mr. Ssys 4 
Jsvhsry. This eh«ai« of aasi «u « July 20, 1904. 
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12U 


Y.ar-.nd 
f 12/31/83) 


Kamal I. Adham 

26, 

319 

shs. 

16# 

,86% 

Adham Corporation Ltd. 

4, 

000 

shs. 

2. 

.56% 

2 a led bin Sultan al Nahyan 

18, 

350 

shs. 

11. 

.76% 

Faisal Saud al Fulaiji-' 

14, 

273 

shs. 

9# 

,15% 

Abu Dhabi Investment Authority 

11# 

020 

shs. 

7# 

,06% 

Stock Holding Co. 

11, 

020 

shs. 

7. 

.06% 

A.R. Khalil 

13, 

250 

shs. 

8# 

. 49? 

Crescent Holding Co. 

12, 

745 

shs. 

8. 

,16% 

Kashriq Holding Co. 

10, 

243 

shs. 

6# 

,56% 

Humaid bin Rashid al Naomi 

9, 

082 

shs. 

5 

.82% 

A.M. Shorafa 

10, 

154 

shs. 

6# 

.51% 

Sayed Javhary 


791 

shs. 


.51% 

Khalifa bin Zaied al Nahyan 

11# 

828 

shs. 


.50% 


ise, 

,075 

shs. 

100, 

.00% 



Ob Momit IS, IMS. ImI but* Oral 
(him to Mr. Fallal Sand al FulalJ. 
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1986 

Rights Offering Yaar-and 

(7/2S/861 (12/31/86) 


Kamal I. AdhaaU-/ 

28,244 

shs. 

Adham Corp. Ltd* 

5,735 

shs. 

Zaied bin Sultan 
al Nahyan 

26,309 

shs. 

Faisal Saud 
al Fulaij 

20,463 

shs. 

Abu Dhabi Inv. 
Authority 

15,799 

shs. 

A.R. KhalilL' 

13,250 

shs. 

Mashriq Holding 

Co. 2-/ 

21,660 

shs. 

Ilunaid bin Rashid 
al Naomi 

13,021 

shs. 

A.M. Shorafai-' 

22,250 

shs. 

Sayed Javhary 

1,134 

shs. 

Khalifa bin 
Zaisd al Nahyan 

21,259 

shs. 

Mohammad M. 
HammoudL/ 

5,747 

shs. 

Khalid bin Salim 
bin Mahfouz:*-/ 

- Windrush Ltd. 

- Taynton Inv. 

4,431 

shs. 

Ltd. 

- Sarsden Hold- 

4,431 

shs. 

ings Ltd. 

- Shipton Inv. 

4,430 

shs. 

Ltd. 

4,430 

shs. 

- Bladdington 



Inv. Ltd. 

4,430 

shs. 

Clark M. 
Clifford*-/ 

4,495 

shs. 

Robert A. 
Altmani-/ 

2d.2i.7- 

aha. 


223,765 ShS. 


12.63% 

28,244 

shs. 

12.63% 

2.56% 

5,735 

shs. 

2.56% 

11.76% 

26,309 

shs. 

11.76% 

9.14% 

20,463 

shs. 

9.14% 

7.06% 

15,799 

shs. 

7.06% 

5.92% 

13,250 

shs. 

5.92% 

9.68% 

21,660 

shs. 

9.68% 

5.82% 

13,021 

shs. 

5.82% 

9.94% 

22,250 

shs. 

9.94% 

0.51% 

1,134 

shs. 

0.51% 

9.50% 

21,259 

shs. 

9.50% 

2.57% 

5,747 

shs. 

2.57% 


1.98% 

4,431 

w 

V 

m 

• 

1.98% 

1.98% 

4,431 

shs. 

1.98% 

1.98% 

4,430 

shs. 

1.98% 

1.98% 

4,430 

shs. 

1.98% 

1.98% 

4,430 

m 

S’ 

• 

1.98% 

2.00% 

4,495 

shs. 

2.00% 

1.01% 

2.247 

shs. 

1.01% 

100. oot 

223,765 

shs. 

100.00% 
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On July 23, 1*00, Shaikh I— *1 Mhta acid 2.200 aharaa *a Staak 
Boldine Co., 2, tOO aharaa to Craaaaot Soldlse Co., aod 3,010 
chares to l.t. All Heha»ad total*. Turauant to tho 1000 
Rights Off arise, Shaikh Adhaa aooiltad 0,34* oav rloht aharaa 
to which ho woo aotltlad. 

Ourauaat to thaki«hta Of far iso. No. A.*. IholU walwad aa to 
3,7*7 now rloht aharaa which ware acquired hy Hr. HahaMtd H. 


0b July 2*. 1000. Mashriq Oaldlao Co. acquired 13.220 aharaa 
owned by Staak Oaldlso Co. aad 13,3*3 aharaa owned by Craaaaot 
Oaldlao Co. la addition, Maahrlq Oaldlao Co. aold 3,7*0 aharaa 
to l.t. All MohaMad Shorafo. Purauaat to tho Rloht* Off arise, 
Maahrlq walwad aa to 0,7*2 saw rloht aharaa which ware acquired 
by Clark H. Clifford (*,*»3 aharaa) aad Robert A. Altaaa <2.2*7 
aharaa). rollowiao the tlohca Of far iso. Maahrlq add 22.132 
aharaa to flwo Halt ad holdlao aaag aol ea owned by tho Sholhh 
Khalld bln Sola* bis Mahfouo faally. 


*/ Sea Not* 3. 


£/ Soo Sato 2. 


£1 Soo Mata 3. 
JJ Sea Mato 3. 
£/ Saa Koto 3. 
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1987 


Rights Offering Y..r-«nd 

(8/n/aa lumzan 


Kamal I. Adham 

34,218 

shs. 

12.63% 

34,218 

. 

m 

s 

12.63% 

Adham Corp. Ltd. 

6,948 

shs. 

2.56% 

6,948 

shs. 

2.56% 

Zaiad bin Sultan 

al Nahyan 

31,874 

shs. 

11.76% 

31,874 

shs. 

11.76% 

Faisal Saud 
al Fulaij 

24,791 

shs. 

9.14% 

24,791 

shs. 

9.14% 

Abu Dhabi Inv. 
Authority 

19,141 

shs. 

7.06% 

19,141 

shs. 

7.06% 

A.R. Khalil*-/ 

13,250 

shs. 

4.89% 

13,250 

shs. 

4.89% 

Mashriq Holding 

Co. 

26,241 

shs. 

9.68% 

26,241 

shs. 

9.68% 

Humaid bin Rashid 
al Naomi 

15,775 

shs. 

5.82% 

15,775 

shs. 

5.82% 

A.M. Shorafa 

26,956 

shs. 

9.94% 

26,956 

shs. 

9 . 94 % 

Sayad Jawhary 

1,374 

shs. 

0.51% 

1,374 

shs. 

0.51% 

Khalifa bin 

Zaiad al Nahyan 

25,756 

shs. 

9.50% 

25,756 

shs. 

9.50% 

Mohammad M. 

HammoudU-/ 

9,766 

shs. 

3.60% 

9,766 

shs. 

. 3.60% 

Khalid bin Salim 
bin Mahf ouz : 

- Windrush Ltd. 

5,368 

shs. 

1.98% 

5,368 

shs. 

1.98% 

- Taynton Inv. 
Ltd. 

5,368 

shs. 

1.98% 

5,368 

shs. 

1.98% 

- Sarsdan Hold- 
ings Ltd. 

5,367 

shs. 

1.98% 

5,367 

shs. 

1.98% 

- Shipton Inv. 
Ltd. 

5,367 

shs. 

1.98% 

5,367 

shs; 

1.98% 

- Bladdington 
Inv. Ltd. 

5,367 

shs. 

1.98% 

5,367 

shs. 

1.98% 

Clerk M. Clifford 

5,446 

shs. 

2.00% 

5,446 

shs. 

2.00% 

Robert A. Altman 

2.722 

shs-. 

1.411 

■2.722 

shs. 

1.011 


. 100.04% 271,093 shs. 100.00% 


271,093 shs 



FucmuM to ttao IM7 Kl|bu 0£f*sla*. Hr. A.t. “ 

«• 2.003 n«v rl*ht ihuw vhleh voro ocqulro* bf tit. Hoh 4 

M. iMOMi. 
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1 2M 


Kamal I. Adhaa 
Adhaa Corporation Ltd. 

Zaiad bin Sultan al Nahyan 
Faisal Saud al Fulaij 
Abu Dhabi Invsstaant Authority 
A.R. Khalil 
Mashriq Holding Co. 

Humaid bin Rashid al Naomi 
A.M. Shorafa 
Saysd Javhary 

Khalifa bin Zaiad al Nahyan 

Mohaaaad M. Hammoud*-/ 

Khalid bin Salia bin MahfouzsL' 
- Bur ford Invastmants Ltd. 

Clark M. Clifford^ 

Robart A. Altman*-* 


Yaar-and 

( 12 / 31 / 88 ) 

34,218 shs. 12.63% 

6,948 shs. 2.56% 

31,874 ShS. 11.76% 

24,791 shs. 9.14% 

19,141 shs. 7.06% 

13,250 shs. 4.89% 

26,241 shs. 9.68% 

15,775 Shs. 5.82% 

26,956 shs. 9.94% 

1,374 shs. 0.51% 

25,756 shs. 9.50% 

14,566 shs. 5.37% 

26,837 shs. 9.90% 

2,246 Shs. 0.83% 

1j, 122 Ih8i 0*41% 

. 100 . 00 % 


271,095 ShS 
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1/ Ob March 1, 1911, Nr. NrhMMd N. li—miN aequlraO 3,200 iham 
from Clark M. Cl if far* lai 1,000 ahacaa fra laMn A . Altaia. 

It Ob Aufuit It, ltM, cha 20,03? aharaa WaU by tha !l«t l&sltaO 
holOlac cirapanlaa aaoaO b? tha Shaikh IhailO bln Sails bin 
Kahfoua laallf van cnai!am4 ta lurfarO lafaitanti Lt4. , a 
llsltaO holOias eaapaay aalaly award by Shaikh Xhalld. 

It Saa Oats 1. 

£/ Saa lata l. 
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Kamal I* Adham 

Adham Corp. Ltd. 

Zaiad bin Sultan 
al Nahyan 

Faisal Saud 
al Fulaij 

Abu Dhabi Inv. 
Authority!./ 

A.R. Khalil*-/ 

Mashriq Holding 
Co. 


Humaid bin Rashid 
al Naomi 

A.M. Shorafa 

Saysd Javhary 

Khalifa bin 
Zaiad al Nahyan*-/ 

Mohammad M. 
Hammoudi-/ 

Xhalid bin Salim 
bin Mahfouz:*-/ 

- Burford Znv. 
Ltd. 

Clark M. Clifford 
Robart A. Altman 


1989 

Rights Offaring 
n/18/881 


36,493 

shs. 

12.62* 

7,410 

shs. 

2.56% 

33,994 

shs. 

11.76* 

26,439 

shs. 

9.14* 

19,141 

shs. 

6.62* 

13,250 

shs. 

4.59* 

27,986 

shs. 

9.68* 

16,824 

shs. 

5.82* 

28,748 

shs. 

9.94* 

1,465 

shs. 

0.51* 

28,741 

shs. 

9.94* 

18,200 

shs. 

6.30* 


Yaar-and 

( 12 / 31 / 8 ?) 


36,493 

shs. 

12.62* 

7,410 

shs. 

2.56* 

33,994 

shs. 

11.76* 

26,439 

shs. 

9.14* 

19,141 

shs. 

6.62* 

13,250 

shs. 

4.59* 

27,986 

shs. 

9.68* 

16,824 

shs. 

5.82* 

28,748 

shs. 

9.94* 

1,465 

shs. 

0.51* 

28,741 

shs. 

9.94* 

18,200 

shs. 

6.30* 

26,837 

shs. 

9.28* 

2,395 

shs. 

0.83* 

1.197 

shs. 

0.41* 

289,120 

shs. 

100.00* 


26,837 shs. 9.28% 

2,395 shS. 0.83% 

iiia? jtoia Qi4it 

289,120 Shs. 100.00% 
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UUItftt 


1/ hirtuAM to thfl ItSf ftl|ht< Offitiai, thi Ak Ohiki Zavutant 
AuthtcUf tmitlik lti rlfhti u to 1.273 oar rifto 

ihiNi, oai tlMioaltov mU auah ihocoi u ttolkk Kkollii him 
Z*lo4 «l Aahgraa. 

furioaM u tho Ufhti Offoviai, Hr. A. A. fholU voifM u to 
Ml mv ri|kt ihoiii ohloh vara o«fiira4 hy Nr. MahaaaaA N. 


2/ Saa Vara 1. 

2/ Saa Hacaa 2 aat S. 

2/ Nrovaac «a aha Ri|hti OffarU*. Bur£ac4 Xavaotatau lt4. 

(Shaikh Khail4 hia Salta hU Mahfoua) vaivaA aa ta 1.785 aav 
r&|ht sharas vhlah vara aafulraA hj Mr. Haha—A N. laaaaui. 
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Y.ar- and 
<12/31/901 


Kamal I. Adhaa 

36, 493 

she. 

12.62% 

Adham Corporation Ltd. 

7,410 

shs. 

2.56% 

Zaied bin Sultan al Nahyan 

33,994 

shs. 

11.76% 

Faisal Saud al Fulaij 

26,439 

shs. 

9.14% 

Abu Dhabi Investment Authority 

19,141 

shs. 

6.62% 

A.R. Khalil 

13,250 

shs. 

4.59% 

.lashriq Holding Co. 

27,966 

shs. 

9.68% 

Huxnaid bin Rashid al Naomi 

16,824 

shs. 

5.82% 

A.M. Shorafa 

28,748 

shs. 

9.94% 

Sayed Jawhary 

1,465 

shs. 

0.51% 

Khalifa bin Zaied al Nahyan 

28,741 

shs. 

9.94% 

Mohammad M. HammoudL' 

18,200 

shs. 

6.30% 

Khalid bin Salim bin Mahfouz: 
- Bur ford Inv. Ltd. 

26,837 

shs. 

9.28% 

Clarfc M. Clifford 

2,395 

shs. 

0 . 83 % 

Robert A. Altman 

.1*127. 

shs. 

9.41% 


289,120 Sha. 100.00% 
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i«fo jam 

1 / Mr. Mohr— 4 N. li—wii 4le4 la March. 19*0. CCAH hu 

raquaata4 tad la twltlai fecaal l«|tl 4— antatloa Item hla 
estate eeaflealac the legal heire te hla CCAI aharea. 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED SECOND CONGRESS 

2129 RAYBURN HOUSE OFFICE BUH.04NG 
WASHINGTON. DC 20516 



FOR IMMEDIATE RELEASE 
September 27, 1991 


Contact: Mike McGarry 
(202) 226-7850 


WASHINGTON, D.C.— At a hearing today of the House Banking 
Committee on the scandal plagued Bank of Credit and Commerce 
International (BCCI), U.S. Rep. Chalmers P. Wylie (R-OH) urged 
the committee to continue its investigation of BCCI and its 
banking activities in the United States. 

N I still fear that the Committee has only scratched the 
surface of BCCl*s activities in the U.S.," Wylie said. "For 
example, representatives of the Federal Reserve have told me that 
the two most crucial sets of documents are the Clifford 6 Warnke 
privileged documents and the documents found in the BCCI 
Washington office. To date, the Committee has not received 
access to these documents." 

"As late as last night, startling new documentary evidence 
was uncovered by the Committee which further suggests control of 
First American by BCCI, N Wylie said. "Moreover, the testimony we 
have heard so far raises as many questions as answers to me. I 
think the Committee needs to hear a vide variety of additional 
witnesses in order to complete our understanding of BCCI and its 
relationship with First American." 

"Finally, I believe that the committee must determine 
whether BCCI exercised improper political influence," Wylie said. 
"We must get to the bottom of charges concerning BCCI's political 
influence in Washington and determine if they represent smoke or 
fire. If political wrongdoing exists it is our duty to shed 
light on these activities regardless of party affiliation." 
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The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance and * • 

Urban Affairs 
House of Representatives 
2129 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Hr. Chairman: 

Enclosed with this letter are the errata sheets for my 
testimony as well as that portion of the testimony provided by 
Messrs. Beddov, Adams and Stauffaucher. 

I wish to note again that the fairness and courtesy with 
which you conducted the Banking Committee's hearing of the 
Directors of First American Bankshares was much appreciated. 

We recognize that the members of the Committee are anxious to 
have the full story and that some may not realize the 
t complexity of this situation or the difficulty in ascertaining 

\ all of the facts. As you continue your investigation, things 

% should improve and the picture will become more clear. In the 

} meantime, I am sure you can appreciate that it is impossible 

for witnesses who testify under oath to speculate on facts 
about which their knowledge is not complete or confirmed. 

There are, of course, lessons to be learned from this 
complex and frustrating course of events. If there is any way 
that I can be helpful in translating those lessons into 
legislation to prevent repetition, I am more than willing to do 
so. It was thoughtful of Representative Kanjorski to suggest 
that my views would be of possible use to the Committee, and I 
have been in touch with him regarding this matter. 

Sincerely, 

CLM >0 c. 7UL.0 

Charles NcC. Mathias 

cc: Jack W. Beddow 

Charles Stauffaucher 
Paul G. Adams, III 
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